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EXECUTIVE SUMMARY

The footwear and gpparel industries are some of the low-wage manufacturing industries that have been
dramaticdly affected by the changing patterns of globa sourcing and production. This study focuses on
these indudtries in 35 mgor gpparel and/or footwear exporting countries and the United States, and
addresses issues related to the minimum wage, the prevailing or average wage, non-wage benefits,
measures of workers' basic needs (the poverty line), and the extent to which wages meet such needs. Part
| examines definitions and measures related to these subjects, and Part |1 provides available information
ontheseitemsfor each of the countriesexamined. The study was conducted to gather availableinformation
on these subjects and inform public discussions of these issues.

In a wage economy, workers provide their services to an employer for aremuneration. The issue of a
“far” wage for one slabor, which is sufficient for aworker to provide for the needs of higher family, has
been debated for some time. Concerns about protecting workers in low-pay occupations and other
vulnerable groups (e.g., women, children, immigrants, and those without workplace representation) have
led to the establishment of a floor (or minimum) on wage levels in many countries. Declarations and
covenants of severd United Nations and regiona bodies have made reference to the right of workersto
expect that the compensation from their |abor will provide an adequate standard of living. Thecondtitutions
of severd countries have expressed goa's which recognize the right of workers to awagewhich provides
a“decent” gandard of living for their families.

Since its creation in 1919, the International Labor Organization (ILO) has been concerned about the
provison of awage that would give aworker a* reasonable standard of life as thisis understood in their
time and country.” The Preamble of the ILO’ s Condtitution recognizes the need to improve conditions of
work, inter dia, by the* provison of an adequatelivingwage.” Higoricdly, thelL O has provided guidance
on the establishment of minimum wage fixing mechanisms. In 1928, the ILO adopted its first convention
and recommendation regarding minimum wagesfor tradesin manufacturing and commerce. Subsequently,
conventions and recommendati onswere adopted concerning minimumwage-fixing machinery in agriculture
(1951) and in developing countries (1970).

Most countries around the world have st minimum wages. Minimum wage fixing systems adopted by
countriesdiffer according to their objectivesand criteria; wagefixing machinery and procedures, coverage;
and operation and enforcement. The minimum wageisusudly set by striking aba ance between the needs
of aworker and higher family and what employers can afford or what economic conditions will permit.

The term “prevailing wage’ has been interpreted in a variety of ways, such as the “going rate’ or the
average leve of wages paid by employersfor specific occupationsin acommunity or area. In some cases,
it may refer more broadly to the rate paid to most workers or the rate established by trade union contracts.
In most cases, the prevailing or average wage is greeter than, or equd to, the minimum wage (if one has
been set). However, local labor market and economic conditions, the wage setting mechanism, location,



job tenure, Sze of firm, afirm’sleve of capitdization and technology, and the mix of skills necessary for
particular occupations, among other things, may affect the prevailing wage in aparticular area or country.
By construction, an average wage rate represents a center or middle rate around which actud wageslie;
the quality of this measure as being representative of the earnings of aworker in a group will depend on
the disperson or spread of actual wage rates around the average rate, which is likely to be larger the
greater the skill/tenure spread or the production/supervisory worker mix of the representative worker
group. Information on prevailing or average wagesin the gpparel and footwear indudtriesis often limited
and not timely.

Non-wage benefits provided to employees in many cases represent a substantial portion of ther total
compensation. These benefitsaugment income and may include: pay for time not worked (e.g., vacations,
public holidays, and sick leave); supplementary pay (e.g., profit sharing, year-end, attendance, and other
nonproduction bonuses); deferred retirement income (e.g., defined benefit or defined contribution plans);
insurance (e.g., life, hedth, and disability insurance); and socid insurance benefits (e.g., socia security,
hedth care, severance pay or unemployment insurance, and workers compensation); training and
education courses, and plant facilities and services (e.g., cafeteria, medica clinic, day care, or housing).

Some non-wage benefits, such as socid insurance and retirement benefits, are usually government-
mandated. However, other non-wage benefits may not be required by law, such as those negotiated by
labor unions in collective bargaining agreements, or those that may be the practice of the company or
industry itsdf, such as providing hedth or denta insurance or maternity leave (which may or may not be
a“mandated benefit” in some countries), life insurance, trangportation, subsidized meds, child care and
recreationa facilities, or worker training programs. In addition, there may be privatdy financed (employer-
employee) benefitsarrangements, which areavailableasdternativesto statutory programs, that may or may
not be mandatory in some countries. In addition to employer-provided benefits, the government insome
countries provides low-income families assi stance through direct tax credits, subsdies, and other income
transfers.

Measures of poverty are usudly developed by nationd dtatistical agenciesfor usein development planning
or as abasisfor providing socid assstance to the needy. In most cases, an absolute measure is adopted
to set the nationd poverty line. The poverty rate is the percentage of the population living below the
poverty line. Thenationa poverty rateis often disaggregated into urban and rura poverty rates. Theusud
darting point for setting an absol ute country-specific poverty lineisthe cdculaion of the cost of aminimum
st of basic needs for afamily unit (or individual), composed of per capitafood needs and other essentia
non-food needs (such as shelter, clothing, education, transportation). The composition of the food basket
is usualy determined by consdering the prevailing dietary habits within the country, while the composition
of the non-food essentids may vary within and across countries and may depend on a variety of socid,
culturd, inditutiona, political, economic, climatic, or development factors.

Some countries have not adopted an officia poverty measure due to a lack of nationa consensus.
Disagreements arise with regard to how the poverty measure is defined and how the normative threshold
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isset snceitisusudly based on the cost of either asubs stence food basket or an expanded market basket
of essential goods and services that reflects some arbitrarily selected set of “basic needs.” Mogt poverty
thresholds are set in terms of some income leve required to purchase goods and servicesrelated to basic
needs, raisng the question as to how income is defined and measured.

The establishment of aminimum wage system is often portrayed as ameans for ensuring that workerswill
receive an income (or “living wage’) which enables them to meet their basic needs (and, in some cases,
those of ther families). Determination of such a wage raises questions sSmilar to those that arise in the
measurement of poverty (e.g., in terms of definition, content, and composition of households and income
or consumption measures used; and the number of wage earners in a household and other sources of
income). While the concept of a minimum wage which is a “living wage’ may be consonant with some
international covenants and declarations and the goa of reducing poverty, economic and labor market
conditions (i.e,, the ability to pay such awage) may restrain the setting of a“living wage.”

Theterm “livingwage’ isoften used asasynonym for a“fair and decent” level of incomethat would engble
workers to meet their “basic needs.” However, there is little agreement on the definition of what exactly
conditute “basic needs’ or on a methodology to determine the income necessary to meet such needs.
While there have been a number of declarations and conventions by regiond and internationa bodies
concerning the right of workers to receive an adequate wage, most do not provide a precise definition of
how it should be determined. For some, “basic needs’ mean mere physica subsistence. For others, “basic
needs’ includeanutritiousdiet, safedrinking water, suitable housing, energy, transportation, clothing, hedth
care, child care, education, savings for long term purchases and emergencies, and some discretionary
income. Even among those who agree with thismore expandgve definition, significant differences of opinion
remain asto what level of income is required in order to meet these objectives. In addition, some have
argued that aliving wage is not just about the wage leve, but aso about other conditions of work such as
limitations on the number of hours of work.

For the 36 countries or entities examined, this sudy finds:

Minimum Wage

! Only fivecountriesor entities(Hong Kong, Macau, Malaysia, Singapore, and the United Arab Emirates) do not
have aminimumwage. Cambodiaistheonly country which has established aminimum wage solely for workers
in the apparel industry.

! For countrieswhich have aminimum wage, the minimum wagefixing system differsaccording to objectivesand
criteria, machinery and procedures, coverage, and subsequent adjustment as well as the operation and
enforcement of rules established. In many of the countries examined, minimum wages are set by atripartite
committee or commission comprised of representatives from workers, employers, and the government, while
in othersthey set by executive decree or legislative actions.

! The scope of application of minimumwage laws may be general and applicable nationwide (e.g., in the United
States, Spain, Brazil, and the United Kingdom), or vary by region or jurisdiction of the country (e.g., in Mexico,
Canada, Philippines, and Indonesia), by industry (e.g., in Bangladesh and Cambodia), by skill level or



occupation (e.g., in Bangladesh and Costa Rica), or a combination of these factors. In some cases, minimum
wages are set through industry-wide collective bargaining agreements (e.g., in Italy).

While the intent of most minimumwage legislation is to protect low wage workers and to provide a general
wage floor for employment of workers, there may be groups of workers, professions, occupations, or certain
activities which are excluded. Exclusions are often based on the type and size of the enterprise (e.g., in the
Dominican Republic, Bangladesh, and India), while reduced minimum wage rates may apply to certain workers
such as youth (e.g., youth 18-21 in the United Kingdom) or trainees (e.g., in Bangladesh, El Salvador, and
Thailand).

Frequent or substantial increasesin the price level tend to bethe primary reason for countries making upward
adjustments in the minimum wage (e.g., Mexico).

All of the countries or entities examined—except Hong K ong—have established limitations on the number of
hoursin a standard workweek, which range from 40 to 58 hours per week. Provisions in national legislation
usualy provide for higher rates of pay (overtime rates of pay) for the hours worked above the number in a
standard workweek. Inat least one case (United Kingdom), thereisan absolute limitation (including overtime)
placed on the number of hoursof work permittedinaworkweek; some countriesplace certainlimitationsonthe
amount of overtime permitted over a specified time period, while others have no legal limitations on overtime
(e.g., Philippines).

Prevailing or Average Wage

Theextent and quality of availableinformation on prevailing or average wagesin the manufacturing sector and
in the footwear and apparel industries varieswidely acrossthe 36 countries considered. Prevailing or average
wage information was not availablein all manufacturing for 4 countries (Cambodia, Honduras, Indonesia, and
the United Arab Emirates), in the apparel industry for 4 countries (the Dominican Republic, Nicaragua, Sri
Lanka, and the United Arab Emirates), and in the footwear industry for 12 countries (Brazil, Cambodia, the
Dominican Republic, El Salvador, Guatemal a, Honduras, Jamai ca, Nicaragua, Paki stan, Singapore, Sri Lanka, and
the United Arab Emirates). When prevailing or average wage or earnings datawere available, coverage varied
by area(e.g., only alimited geographical area) or by industrial classification (e.g., included additional products
such asother leather productswith footwear or textile productswith apparel). Some earnings measuresreflect
arate of pay, only pay for time worked (straight-time), or may include (or exclude) some paymentsfor time not
worked, bonuses, or other in-kind payments.

For countrieswhere prevailing or average wage datawere available, average earningsin both thefootwear and
apparel industries, for the most part, tended to be lower than in all manufacturing but higher than the minimum
wage level (except for Cambodia, Peru, and the Philippines were the minimum wage appears to be close to the
prevailing wage in the apparel industry); average earnings tended to be slightly higher in footwear than in

apparel.

Non-Wage Benefits

When certain employer-provided non-wage benefits are required by government, they generally apply to all
private sector workers in the manufacturing sector rather than just to workers in the footwear or apparel
industry.

In most countries considered, employers’ payments to their employees for non-wage benefits account for a
substantial portion of average compensation costs (e.g., over 50 percent in Costa Rica and Guatemal a).

Most countries provide for a certain number of paid legal public holidays, while provisions for paid vacation
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or sickleave appear to be morediscretionary. A common non-wage benefit isthe contribution to acompul sory
(orinsomeinstances, contractual or private) social security or insurance scheme(e.g., pension or savingsplan,
casualty and life insurance, health and maternity care, and severance pay or unemployment insurance)
established for the employee in which the employer (and, in many cases, to alesser extent, the employee and
the government) are required to contribute.

Other non-wage benefits are usually discretionary and vary from country to country with the most common
examples being the provision of employee training and education programs and certain plant facilities and
services (e.g., cafeteria, medical clinic, day care center, recreational facilities, transportation, or housing).
Production and attendance bonuses are also common in the apparel industry. In some countries (especially
in Latin America), year-end Christmas bonuses (up to one-month'’s pay) are common.

Required employer contributionsto social insurance schemes are usually clearly defined as a percentage of
payroll, but represent deferred payments to the worker. In contrast, vacation and holiday pay and bonus
payments directly augment aworker’ s current income. For other benefits (such as provision of plant facilities
and services), it ismore difficult to evaluate how these affect aworker’ sincome.

In some countries examined, the government provides family allowances or other direct welfare payments or
subsidiesto low income families. Income tax income thresholds are usually set high enough to exempt many
low-wage workers. The extent to which a government participatesin social security or insurance schemes or
provides assistance laidoff workers varies widely from country to country.

Poverty Line

Most poverty measures which are available for individual countries are either (1) official or otherestimates of
absol ute poverty thresholds, usually based on the cost of some specified set of basic needsand expressed as
an income, consumption, or expenditure threshold in national currency terms or as the percentage of the
population below the threshold; or (2) poverty measures for acountry which are produced by the World Bank
or the United Nations Development Programme (UNDP) and estimate the percentage of the population with
income below US$1 or US$2 per person per day, intermsof 1985 purchasing power parity adjusted USS$. Israel
and Italy are the only countries examined that have officially adopted a relative poverty measure (50 percent
of median net income).

In general, since poverty estimatesusually require collection of information onincome, consumer expenditures,
and prices, estimates are often made less frequently (every three to five years) than for earnings estimates
(monthly or annually). Rapidly unfolding economic eventswith both national and international consequences
(such astherecent Asian financial crisis) may not be reflected in these less timely measures.

For various reasons, about 14 of the 36 countries examined have not established an official national poverty
line. Some type of poverty estimate—official or unofficial—is available for each of the countries considered
except for Macau, Singapore, and the United Arab Emirates. Estimates of a national poverty line (absolute
level) are not available for the Dominican Republic (though the percentage of the population below thelineis)
orfor Canada, Spain, or the United Kingdom (though international poverty measuresare). International poverty
measures (in purchasing power parity adjusted US$) are not available for 8 countries (Cambodia, El Salvador,
Hong Kong, Israel, Mauritius, South Korea, Taiwan, and Turkey).

Nation-specific poverty lines, often with separate urban and rural measures, are useful for individual country
analysis, but cannot be compared with those from other countries since the basis for establishing the poverty
line usually differs across countries. In some cases, it isnot clear to what extent, if at all, government transfer
payments, employer provided non-wage benefits, and other sources of income have been taken into account
in establishing the national poverty line.
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In general, countries with a higher the level of development (and price structure) will usually have higher
poverty thresholds that reflect awider mix, choice, and availability of goods and services.

Meeting Workers' Needs

For the countries considered, there appearsto be little conclusive evidence on the extent to whichwagesand
non-wage benefitsin the footwear and apparel meet workers' basic needs.

Many countries take into consideration the poverty threshold (if one has been established), among other
things, in setting and adjusting the minimum wage. While in many cases the minimum wage is supposed in
theory to meet a worker’s basic needs, the level at which it is actually set usually represents a political
compromiseor abalance between meeting those needs and economic conditions and the employer’ s ability to

pay.

In assessing the adequacy of wages, decisions must be made on whether one wage earner should be able to
support (meet the basic needs of) his’her family (support for how many dependents?); how much is enough
(poverty measures usually tell us how much is too little); whether income from other sources (investments,
savings, or in-kind or non-cash payments) should beincluded in determining disposable income; and whether
one's positioninthelife-cycle should be considered. Aswith the construction of poverty measures, opinions
vary widely on these questions, especially with regard to the treatment and valuation of health care and
insurance, housing, and child care expenses.

Only one country (the Philippines) considered here has established a commission to examine the issue of a
living wage. In the United States, the Census Bureau has published alternative poverty measures, and the
federal government isreexamining its official poverty definition which has been in use for over 30 years, with
annual adjustments only for inflation. Several private sector groups have constructed estimates of aliving
wage for workersin afew countries (e.g., the United States and Indonesia), but such studies are not generally
available for most other countries.

For several countries where data are available, the minimumwage (and in afew more countries, the prevailing
wage in the footwear or apparel industries) may yield an income above the national poverty threshold for an
individual (and perhaps one dependent, but not for afamily of 4 or 5with onewage-earner). However, whether
thiswageisa“living wage” islikely to lie in the eye of the beholder.
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INTRODUCTION

Aspart of itson-going activities, the U.S. Department of Labor promotes the widespread recognition and
observance of core labor standards and the genera improvement of working conditions around the globe.
At home, the Department seeks to assure quality workplacesthat are safe, hedlthy, and fair. In particular,
the Department’ s public education efforts seek to inform and improve understanding of and compliance
with basic labor standards such as minimum wage, overtime, and child labor laws, which seek to protect
the most vulnerable in the workplace, in particular, the low-wage and working poor.

Thegpparel andfootwear industries—two very cost-competitive, low-paying, andlabor-intensiveindustries
within the manufacturing sector—historically have been among the most drameticaly affected by changing
patterns of globa sourcing and restructuring. The U.S. Department of Labor, through its* Operation No
Swedt” initiative that targets investigations and enforcement in partnership with industry stakeholders, has
focused its efforts on the domestic garment industry to eradicate the highly mobile contract sewing shops
that violate the Fair Labor Standards Act.

Withgrowing international sourcing of footwear and garments, U.S. consumersincreasingly areexpressing
concerns about transnational business practices and the working conditions under which imported goods
are made. Similarly, retaillers and other importers of footwear and apparel, as wel as domestic
manufacturersthat subcontract fabrication and assembly outs de of the United States, arealso asking smilar
guestions about working conditions. In some cases, these retailers or producers have established codes
of conduct or terms of engagement that seek to assure that foreign contractors or suppliers meet at least
some minima |abor standards.

In August 1996, President Clinton and Vice President Gore met with leaders from the footwear and
apparel industry, labor, nongovernmental organizations, and consumer groups to discuss the problem of
sweatshops, consumer concerns, and the need to join together to addresstheseissues. The private sector
group that ensued, the Apparel Industry Partnership (AlP), devel oped aworkplace code of conduct and
independent monitoring system in April 1997 to assure Americans that the shoes and clothesthey buy are
made under decent and humane working conditions. In November 1998, the AIP established an
independent association, the Fair Labor Association (FLA), to implement the workplace code and
monitoring principles, assure compliance, and inform consumers about the workplace code and which
companies comply.

This study was conducted to inform the public discusson on severd important aspects of working
conditions in the footwear and appard industries and, in part, to respond to the Fair Labor Association’s
request for publicly avalable wage information. It gathers and presents publicly available information on
the wages and benefits of workersin the appardl and footwear industries of the United Statesand countries
whicharemgjor suppliersof appardl and footwear to the U.S. market. The study aso collectsinformation
onmeasures of basic needs (poverty measures) and the extent to which workers wages meet such needs.



The countries selected for this study are: (1) the top-30 country suppliersof appard tothe U.S. market in
1997 and 1998, which accounted for about 92-93 percent of al U.S. apparel imports(Table 1);! and (2)
the top-10 country suppliers of footwear to the U.S. market in 1997 and 1998, which accounted for
approximately 92-93 percent of al U.S. footwear imports (Table 2). Since some countries gppear in both
groups,? there are 35 different countries that were either major suppliers of apparel or footwear, or both,
to the U.S. market in 1997 or 1998. These 35 countries and the United States congtitute the apparel and
footwear producing countries consdered in this study.

Data Elements and Sour ces of Information

For each of the 35 countriesin Tables 1 and 2 and the United States, the Sudy presents publicly available
information on the following data dements. (1) minimum wage; (2) prevaling or average wage in the
manufacturing sector and the footwear and the appard industries (if available); (3) non-wage benefits for
workers in the footwear and apparel industries; (4) assessments of workers basic needs using poverty
measures, and (5) assessments of the extent to which wages meet such needs.

The main source of information for the 35 foreign countries is the responses received from American
Embassies, Consulates, and Ingtitutes abroad to a cable prepared by the Bureau of International Labor
Affairs requesting for each country information on each of the five eements mentioned above.

This information has been supplemented, where appropriate, with information from reports of the U.S.
Department of State, the U.S. Bureau of Labor Statidtics, the Internationa Labor Organization, and the
World Bank aswell as other sources of information.

Moreover, the Bureau of Internationa Labor Affairs requested information for the study from the generd
public through anatice published in theFederal Register.® A listing of respondentsto the Federal Register
noticeisprovided in Appendix C. Theinformation provided wasincorporated in the study as appropriate.

This study collects and discusses publicly available information on wages (paid employment) for workers
engaged in economic activities in the formal or “modern” sector of the countries examined (e.g., data
reported inofficid government gatistics). Thus, activitiesintheinforma sector or incomefrom casud work
or self-employment are not examined. In many of the countries examined, the informa sector—that part
of economic activity outsde the officid regulated economy—comprises a significant part of overdl
economic activity, but not necessarily asignificant proportion of export-oriented economic activity. Inmost

1 Table 1includesthe top-33 supplier countriesin 1998 since the differences between countriesin the end-
range of the ranking are so small.

2 Eight of the top-10 footwear supplier countries were al so among the top-30 apparel supplier countries
(China, Indonesia, Italy, Mexico, South Korea, Taiwan, Thailand, and the United Kingdom).

3 Federal Register, Vol. 64, No. 125 (June 30, 1999), pp. 35182-35183.
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cases, economic activities in the informa sector are outsde nationa labor regulations and are either
unreported or unrecorded in officia nationa economic datidics. Informa activities may fal outsde the
scope of anation’slegd and Satistica system (e.g., dueto exclusons for family enterprises or for samdl
scale enterprise) or may be clandestine operations which evade lega authorities by not complying with
certain fiscal, tax, labor, hedth and safety, fire, or other government regulations. As such, workersin the
informa sector have few labor protections and may be subject to exploitation by their employers.

Organization of the Study

The study is comprised of two parts and four appendixes. Part | defines the concepts being
studied—minimum wage, prevailing or average wage, assessments of basc needs (the poverty line), and
the extent to whichwages meet such needs—and reevant measures. Part 11 isacompendium of country-
specific information for each of the 35 countries under cong deration and the United States on the minimum
wage, prevailing or average wage, and non-wage benefitsin the footwear and gpparel industries; nationa
and internationa poverty estimates, and availablein-country information on the extent to which wages meet
basic needs. Appendix A reproduces the key Internationd Labor Organization (ILO) conventions and
recommendations related to fixing minimum wages. Appendix B provides a survey of the literature and
other sources of information on the extent to which workers wages meet their needs, including an
annotated bibliography of recent studies and information. Appendix C provides a listing of respondents
to the U.S. Department of Labor’s Federal Register notice of June 30, 1999 issued in connection with
this study. Appendix D provides a listing of key references and data sources for wages, benefits, and
poverty statistics used in the compendium of country-specific information in Part 11.



Tablel. Principal Sourcesof U.S. Importsof Apparé

(U.S. general imports, millions of U.S. dollars; all countries and the top-33 supplier countries in 1998)

Country

World

Mexico

Hong Kong

China

Dominican Republic
Taiwan

South Korea
Honduras
Philippines
Indonesia
Bangladesh

India
Thailand
Canada
Italy

Sri Lanka

El Salvador
Guatemala
Macau
Costa Rica
Turkey

Malaysia
Pakistan
Jamaica
Israel
Colombia

Cambodia

Egypt

Singapore

United Arab Emirates
Mauritius

Nicaragua
United Kingdom
Peru

1995

34,649

2,566
4,189
3,518
1,731
2,049

1,622

918
1,540
1,183
1,067

1,098
1,037
770
967
928

582
682
757
757
630

675
550
531
306
366

<0.5
234
424
190
191

74
162
125

1996

36,389

3,560
3,861
3,769

1,974

1,381
1,220
1,503
1,326
1,125

1,187
1,049

948
1,149
1,007

721
796
760
704
579

648
561
505
298
312

255
202
165

184
147

1997

1,753

326

142

42,827

5,050
3,935
4,488

2,071

1,518
1,659
1,597
1,596
1,448

1,347
1,257
1,204
1,226
1,204

1,052
962
930
840
672

650
618
472
286
347

307
239
185

216
193

1998

2,216

99

288

182

48,175

6,494
4,428
4,312

2,115

1,891
1,873
1,745
1,659
1,627

1,517
1,452
1,421
1,348
1,308

1,171
1,136
1,018
821
781

717
674
422
361
360

356
261
233

230
223

Note Datarepresent the value of U.S. imports of apparel items subject to international
agreements from all countries, whether or not their products are covered by a quota.
The top-33 country suppliers of apparel to the U.S. market accounted for 93.8 percent of all U.S.
apparel importsin 1998 and 94.4 percent of all such importsin 1997. In 1997, France was the
33" |eading supplier (with U.S. apparel imports from France totaling US$166 million) and
Cambodia was the 36" leading supplier.

Source: U.S. Department of Commerce, Office of Textiles and Apparel, Major Shippers Report
by Category (March 11, 1999).

2,342

359

307

232



Table2. Principal Sourcesof U.S. Importsof Footwear

(U.S. imports for consumption, millions of U.S. dollars; all countries and the top-10 supplier countries in 1998)

Country and

Footwear Type 1995 1996 1997 1998

World 11,587 12,172 13,371 13,339
Nonrubber 9,957 10,450 11,480 11,412

Rubber 1,630 1,722 1,892 1,926

China 5,721 6,251 7,229 7,904
Nonrubber 4,888 5,314 6,137 6,584

Rubber 832 937 1,092 1,320

Italy 1,003 1,186 1,184 1,158
Nonrubber 994 1,175 1,167 1,129

Rubber 9 11 16 29

Brazil 1,115 1,191 1,139 1,020
Nonrubber 1,113 1,186 1,134 1,005

Rubber 2 4 5 15
Indonesia 955 1,054 1,079 745
Nonrubber 714 750 761 575

Rubber 241 304 318 170

Spain 371 393 416 390
Nonrubber 364 390 411 378

Rubber 6 3 5 12
Thailand 389 331 379 342
Nonrubber 311 257 277 254

Rubber 78 74 102 85
Mexico 169 225 285 261
Nonrubber 123 178 234 201

Rubber 46 47 51 60

United Kingdom 116 149 236 231
Nonrubber 115 148 235 230

Rubber (2 (2 (2 (2

South Korea 501 330 226 174
Nonrubber 268 177 149 136

Rubber 233 153 76 38

Taiwan 328 235 170 133
Nonrubber 248 164 132 110

Rubber 80 71 38 23

Note (z) = less than US$500,000. Parts may not sum exactly to country totals due to rounding.
The top-10 country suppliers of footwear accounted for 92.3 percent of all U.S. footwear imports
in 1997 and 92.6 percent of all such importsin 1998.

Source: Nonrubber Footwear Statistical Report, 1998, Investigation No. 332-191, Publication 3174
(Washington: U.S. International Trade Commission, March 1999).



PART |

Wages, Benefits, Poverty Line, and Meeting Workers Needs:
Definitions and M easures

Investigations about wages may have several distinct objects. Oneis, to find the
rate of money wages actually paid. Another is, to compare it with the necessary
expenses of living. A third is, to compare the laborer’ s share of product with that
of the capitalist’s. A fourth question, perhaps most important of all, isto find in
what direction things are moving.

...Connecticut State Commissioner of Labor Statistics, 1885"

I ntroduction

In a wage economy, workers provide their services to an employer for aremuneration. The issue of a
“far” wage for one€ s labor, which is sufficient for aworker to provide for the needs of hisgher family, has
been debated for some time. Some countries have hortatory goa's expressed in their condtitutionswhich
recognize the right of workers to a wage which provides a*decent” standard of living for hisher family.

Concerns about protecting workers in low-pay occupations and other vulnerable groups (e.g., women,

children, immigrants, and those without workplace representation) have led to the establishment of afloor
(or minimum) on wage levelsin many countries. This study focuses on the footwear and gppardl industries
in the United States and 35 mgor apparel and/or footwear exporting countries, and addresses severa
aspects rdated to these issues: the minimum wage; the prevailing or average wage, non-wage benefits;

measures of workers' basic needs (the poverty line); and the extent to which wages meet such needs.

Minimum wages have been set and gpplied in most countries throughout the world. Minimum wage fixing
systems adopted by countries differ according to their objectives and criteria, wage fixing machinery and

! Connecticut Bureau of Labor Statistics, First Annual Report (Hartford, CT: Lockwood & Brainard Co., 1885),
citedinJ.L. Norwood and D.P. Klein, “ Devel oping Statisticsto Meet Society’ sNeeds,” Monthly Labor Review (October
1989), p. 17.
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procedures, coverage, and subsequent adjustment aswell as the operation and enforcement of aminimum
wage fixing sysem. Minimum wages are usudly set by striking a balance between the needs of aworker
and his’her family and what employers can afford or what economic conditions will permit. Information
on prevailing (market or “going”) wages in the apparel and footwear indudtries is often limited and not
timely.

Assessments of the basic needs of a“ standard” household in acountry are often controversid and, if done,
usudly involve prescribing arbitrary criteriaeither for afood basket based on recommended dally cdorie
in-takerequirementsor for abroader market basket of goodsand services, including food, which embodies
the basic consumption needs (“basic needs’) of afamily, and evauating the cost of suchamarket basket
(the poverty line). Such a normative poverty threshold, which represents some minimum leve of
subsistence consumption or well-being for a person or household, normally reflects a shared societa
consensus. In assessing the extent to which workers' wages meet their basic needs, there may be less of
asocietal consensuson how muchisenough, especialy with regard to what congtitutesa* decent” standard
of living.

Part | of this study examines in greater detail definitions and measures related to the minimum wage,
prevailing wage, non-wage benefits, assessments of basic needs, and the extent to which wages meet such
needs. Part Il provides avalable information on these items for the 36 countries examined with specid
reference to the footwear and gpparel industries in each country.

Minimum Wage

“While precursors go back to the Hammurabi Code 2000 B.C., the practice of minimum wage regulaion
is generaly consdered to have first developed in New Zedand [1896] and Audtrdia[1904] around the
turn of the century. Initidly, it was used in these two countries as part of the procedure for the prevention
and settlement of industrial disputes.”? Subsequently, it began to be used to diminate the payment of
exceptiondly low wages (so called “ sweatshop” conditions). Other countries, such as Greet Britain,® soon
followed the lead of New Zedand and Augtrdiain adopting minimum wage regulaions to protect against
unduly low wages, but in many cases these protections were limited to afew especidly vulnerable groups
of workers.*

In the United States, Massachusetts was the first sate to pass a minimum wage law in 1912; however, it

2 Gerdd Starr, Minimum Wage Fixing: An International Review of Practices and Problems (Geneva:
International Labour Office, 1981; second printing with corrections, 1993), p. 1.

3 The United Kingdom, comprised of Great Britain (England, Scotland, and Wales) and Northern Ireland,
replaced sectoral wage councils with a national minimum wagein April 1999.

Thatis, groupsof workerswithlittleor no protection through regul ationsor collectiveagreementsor with jobs
with exceptionally low pay.
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was not compulsory and only covered women and children.®> By 1919, fourteen other states, the Didtrict
of Columbia, and Puerto Rico had taken action to establish minimum wages, most of which were
compulsory but applied only to women and children working in especialy vulnerable occupations® In
1938, the U.S. Congress passed the Fair Labor Standards Act, a main provison of which was the
establishment of anaiona minimum wage.’

A dgnificant deveopment in the early history of minimum wage setting was the incluson of areferenceto
minimum wages in the Political Conditution of the United States of Mexico, of 1917. Article 123, VI, of
the Condtitution states®

The minimumwageto bereceived by aworker shall be general or according to occupation. Theformer
shall govern in the geographic areas that are determined; the latter shall be applicable to specified
branches of economic activities or to special occupations, trades, or labor.

The general minimum wage must be sufficient to satisfy the normal necessities of ahead of the family
in the material, social, and cultural order and to provide for the mandatory education of his children.
The minimum occupational wage shall be fixed by also taking into consideration the conditions of
different economic activities.

The minimum wage isto be fixed by a national commission, composed of representatives of workers,
employers, and the government, which may be assisted by special committeesof consulate character,
that may be considered indispensable in order to best carry out its functions.

This condtitutiona provison was the firgt of its kind anywhere explicitly to give responghbility to the Sate

® Thislaw was a compromise in that it authorized a permanent minimum wage commission and subordinate
tripartite wage boards, consisting of representatives from labor, employers, and government, to recommend minimum
rates sufficient to cover the cost of living for women and children in various industries and occupations, but failed to
provide enforcement except by publishing in the newspapers the names of employers who did not meet the standard.
U.S. Department of Labor, Growth of Labor Lawsin the United States (Washington: U.S. Government Printing Office,
1967), p. 72.

® The states and other entities, al ong with the dates of their first enactment of minimum wagelegislation, were:
Massachusetts in 1912; California, Colorado, Minnesota, Nebraska, Oregon, Washington, Wisconsin, and Utahin 1913;
Arkansas and Kansasin 1915; Arizonain 1917; the District of Columbiain 1918; and North Dakota, Puerto Rico, and
Texasin 1919 (Nebraskarepeaedit law inthisyear). SeeU.S. Department of Labor, Growth of Labor Lawsinthe United
States (Washington: U.S. Government Printing Office, 1967), p. 93.

’ For further information on the historical devel opments of the minimum wage in the United States, see Willis
J. Nordlund, “A Brief History of the Fair Labor Standards Act,” Labor Law Journal (November 1988), pp. 715-728.

8 English translation from Nestor de Buen Lozano and Carlos E. Buen Unna, A Primer on Mexican Labor Law
(Washington: U.S. Department of Labor, Bureau of International Labor Affairs, 1991), p. 41. For the original Spanish
language version, see Alberto Trueba Urbina and Jorge Trueba Barrera, Ley Federal del Trabajo: Comentarios,
Prontuario, Jurisprudenciay Bibliografia, 59a edicion actualizada (México, DF: Editorial Porrda, SA, 1989), p. 5.
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for ensuring minimum standards of living.® Thirty years later, Article 43 of the Condtitution of India,
adopted in November 1949, set the god of a“living wage” for al workersin India®

The state shall endeavour to secure, by suitable legislation or economic organisation or in any other
way, to all workers, agricultural, industrial or otherwise, work, a living wage, conditions of work
ensuring adecent standard of life, and full enjoyment of leisure and social and cultural opportunities
in particular.

In generd, nationd condtitutiond provisons concerning the minimum wage are ether limited to indluding
it among therights of workers (e.g., Argentina, Bulgaria, Colombia, Guatemaa, Panama, and Portuga) or
to providing, in addition, a way in which the minimum wage should be fixed (e.g., Brazil, Honduras,
Mexico, and Yugodavia).*

The International Labor Organization (ILO), created in 1919 through the Treaty of Versailles, has been
concerned since its inception about the provision of a wage that would give a worker a “reasonable
standard of life as this is understood in their time and country,” and recognized in the Preamble of its
Condtitution that there was an urgent need to improve conditions of work, inter dia by the “provison of
an adequate living wage.”*2

IN 1928, the L O adopted itsfirst convention and recommendation regarding minimum wages, Convention
No. 26: Minimum Wage-Fixing Machinery Convention, which concerns minimum wage-fixing for trades
in manufacturing and commerce, and Recommendation No. 30, which addresses issues raised by this
convention. Convention No. 26 came into force onJune 14, 1930.2 Subsequently, Convention No. 99:
Minimum Wage Fixing Machinery (Agriculture) Convention, which concerns minimum wage-fixing in
agriculture, and its Recommendation No. 89 were adopted in 1951, and Convention No. 131: Minimum
Wage Fixing Convention, which addresses minimum wage-fixing with specid reference to developing

9 Gerald Starr, Minimum Wage Fixing: An International Review of Practices and Problems (Geneva:
International Labour Office, 1981; second printing with corrections, 1993), p. 3.

10 Cited in Shanta A. Vaidya, Minimum Wages in India: Concepts and Practices (Bombay: Maniben Kara
I nstitute/Nagindas Chambers, 1989), p. 5.

I nternational Labour Organization, MinimumWages: Wage fixing machinery, application and supervision
(Geneva: International Labour Organisation, 1992), para. 103.

12 | nternational L abour Organization, Minimum Wages: Wage fixing machinery, application and supervision
(Geneva: International Labour Organisation, 1992), para. 4. See Appendix A forthecompletetext of the Preambleof the
ILO Constitution. For referencesto earlier usage of the term “living wage,” see Appendix B.

3 The normal implementation procedure for ILO conventions is that they are considered at a General
Conference meeting convened by the Governing Body, and, if adopted, go into effect (comeinto force) on astated date
after ratification by at least two member states (usually 12 months after ratification by two countries), e.g., see Article
7 of Conventions No. 26 and No. 99, and Article 8 of Convention No. 131,which are reproduced in Appendix A onthis
report.
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countries, and its Recommendation No. 135 were adopted in 1970. The complete texts of each of the
above ILO conventions and recommendations are contained in Appendix A.

Other international and regiona bodies aso have been concerned about wages. The United Nationshas
addressed them in its Universa Declaration of Human Rights™ and in its International Covenant on
Economic, Socid and Culturd Rights,*® among others. Theissue of aminimum wage was a'so addressed
inthe American Declaration of the Rightsand Dutiesof Man,*® the African Charter on Human and Peoples

Rights'” and the European Social Charter.® Thus, anumber of internationa bodies makereferenceto the
right of workers to expect that the compensation from their labor will provide an adequate standard of

living,

Definition

14 Article 23, paragraph 3, of the Declaration states that “ Everyone who works has the right to just and
favourable remuneration ensuring for himself and hisfamily an existence worthy of human dignity, and supplemented,
if necessary, by other means of social protection;” and Article 25, paragraph 1 statesthat “ Everyone hastheright to a
standard of living adequate for the health and well-being of himself and of hisfamily, including food, clothing, housing
and medical care and necessary social services, and the right to security in the event of unemployment, sickness,
disability, widowhood, old age or other lack of livelihood in circumstances beyond his control.” Universal Declaration
of Human Rights, adopted and proclaimed by General Assembly resolution 217 A (111) of 10 December 1948. SeeCentre
for Human Rights—Geneva, Human Rights: A Compilation of International Instruments (New Y ork: United Nations,
1988), pp. 5-6.

15 Article 7 of the Covenant makes provision for the right to “remuneration which provides all workers, as a
minimum, with ... a decent living for themselves and their families in accordance with provisions of the present
Covenant.” See International Labour Organization, Minimum Wages: Wage fixing machinery, application and
supervision (Geneva: International Labour Organisation, 1992) , para. 13.

16 Article X1V of the Declaration provides that “Every person who works has the right to receive such
remuneration aswill, in proportion to his capacity and skill, assure him a standard of living suitable for himself and for
his family.” Approved by the Ninth International Conference of American Statesin 1948. See International Labour
Organization, Minimum Wages: Wage fixing machinery, application and supervision (Geneva: International Labour
Organisation, 1992), para. 14.

17 Article 15 of the Charter establishes the right every individual to work under equitable and satisfactory
conditions and to receive equal pay for equal work. Adopted by the 18" Assembly of Heads of States and Government
in 1981. Seelnternational Labour Organization, Minimum Wages: Wage fixing machinery, application and supervision
(Geneva: International Labour Organisation, 1992), para. 14.

Bpatl, paragraph 4, and Article 4, paragraph 1, of the Charter statesthat the Contracting Parties accept asthe
aim of their policy, to be pursued by all appropriate means, the attainment of conditions propitious to the effective
realization of anumber rightsand principles, including theright of all workersto afair remuneration sufficient for adecent
standard of living for themselves and their families. Adopted in 1961 and in force since February 26, 1965. See
International Labour Organization, Minimum Wages:. Wage fixing machinery, application and supervision (Geneva:
International Labour Organisation, 1992), para. 14.
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A wage is the amount paid by an employer to aworker by virtue of an employment agreement for work
done (or to be done) or services provided (or to be provided).® A worker's wage or pay is for work
performed or services provided during some specified period of time(e.g., hour, day, month, or year), such
as draight-time hourly wage or an annud sdary. A worker’ searnings usudly reflect pay for time worked
as wdll as for time not worked (e.g., paid leave or holidays). Rates of pay may vary by region and
occupation or industry as well as by sex, age, race or ethnicity, experience, skill level, and union datus.
Other factors affecting pay rates are the nature of the employment relationship and whether a worker is
permanent or temporary, full-time or part-time.

Workers—especidly in manufacturing—are often classfied as either production or non-production
workers. Production workers (also known as manual or blue-collar workers) generaly include those
employeeswho are engaged in fabricating, assembly, and related activities, materia handling, warehousing,
and shipping; mantenanceand repair; janitoria and guard services, auxiliary production (e.g., powerplants);
and other services closdly related to the above activities. Working supervisors are generdly included;
apprenticesandtraineesaregeneraly excluded. Non-productionworkersincludemanagerid, supervisory,
technicd, and support staff not directly involved in the production process. Productionworkersareusualy
paid at ahourly or daily rate, while non-production workers are usualy salaried employees paid at afixed
monthly or annud rate.

Gross pay or tota earnings (i.e., before any employer deductions for taxes, employee contributions to
socia security or pension schemes, insurance premiums, union dues, or other obligations of employees)
usudly include, where gpplicable, premium pay (e.g., overtime payments, shift differentials, and weekend
and holiday pay) and incentive pay (e.g., production bonuses, cost-of-living allowances, commissons, and
hazard pay).

A ddfinition of the minimum wage used by the ILO is “the minimum sum payable to a worker for work
performed or services rendered, within a given period, whether caculated on the basisof time or output,
which may not be reduced ether by individua or collective agreement, which is guaranteed by law and
which may be fixed in such away as to cover the minimum needs of the worker and his or her family, in
the light of national economic and socid conditions.”®

According to this definition, the minimum wage covers only paymentsfor basic timeworked or piecerates

19 This discussion of wage definitions and concepts draws upon the technical notesincluded with the Bureau
of Labor Statistics, International Comparisons of Hourly Compensation Costs for Production Workers in
Manufacturing (Washington: U.S. Department of Labor, September 16, 1998) and the I nternational L abour Organisation,
Yearbook of Labour Statistics, 1998, Sour cesand Methods VVolume 2, Employment, Wages, Hour s of Work and Labour
Costs (Geneva: International Labour Office, 1998), aswell asthe Bureau of Labor Statistics, Glossary of Compensation
Terms, Report 923 (Washington: U.S. Department of Labor, August 1998).

20 | nternational Labour Organization, Minimum Wages. Wage fixing machinery, application and supervision
(Geneva: International Labour Organisation, 1992), para. 42.
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and does not include bonuses or other benefits (in cash or in kind) payable directly or indirectly by the
employer to the worker for work done. The notion of a minimum wage links two concepts. (1) a
wage—remuneration for work done or services provided; and (2) aminimum—aleve which may not be
undercut and whose application isguaranteed. Thus, the concept of aminimum wageislinked to work and
diginct from broader notions of socid protection concerning a level of income necessary to achieve
minimum living conditions regardless of whether oneisemployed (e.g., income support in Stuationsarisng
out of unemployment, underemployment, or poverty).

ILO Conventions No. 26 and No. 99 address the creation or maintenance of methods or machinery for
fixing minimum wages—as well asther effective regulation—in industry or in certain trades (No. 26) and
in agricultural undertakings (No. 99) to prevent the payment of very low wages in those endeavors.
Recommendations No. 30 and No. 89, which accompany the two conventions, both envision that in fixing
minimum wage rates, the wage-fixing body should take into account the necessity of enabling the workers
concerned to maintain a suitable standard of living (Recommendation No. 30, Pat IlI, and
Recommendation No. 89, Part |, Paragraph 1).

Some of the reasons given by the ILO for establishing aminimum wage are’®

I to provide protection for a smal number of low-wage workers who are considered to be in an
especidly vulnerable pogtion in the labor market;

to ensure payment of “fair” wages;?

to provide abasic floor for the wage structure and reduce poverty by providing dl or amogt al
workers with “safety net” protection againgt unduly low wages, and

as an ingrument of macroeconomic policy to achieve broad national goas such as economic
gtability and growth and improved the digtribution of income.

The notion of aminimum wagewhich may not be reduced has been conceptudized by someasa“minimum
living wage® to the extent that a minimum wage setting system is portrayed as a means of guaranteeing
workersaminimum level of earnings to meet their basic needs or obtain some basic minimum standard of

21 Gerald Starr, Minimum Wage Fixing: An International Review of Practices and Problems (Geneva:
International Labour Office, 1981; second printing with corrections, 1993), pp. 17-18.

2 The underlying concern hereisthe belief that in certain, or evenin most, industries a collective processfor
establishing wage standardsislikely to produce more acceptable wage level sand structuresthan if wage determination
is left to unregulated labor market pressures and decisions of individual enterprises. See Starr, MinimumWageFixing,
pp. 24ff.
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living, which is compatible with human dignity, for themselves (and, in some cases, their families).?

A 1967 ILO meeting of experts stated: “the minimum wage is thewage consdered sufficient to satisfy the
vitd necessities of food, clothing, housing, education and recresation of the worker, taking into account the
economic and cultural development of each country. In some cases the needs of the family are dso taken
into account in the same manner as those of the worker, and in other cases they are covered by family
alowances and other measures of socid security.”*

Thisprinciple is repeated in Article 3 of 1LO Convention No. 131 which specifiesfactorsto betaken into
consderation in determining the level of minimum wages. In addition to taking account of “the needs of
workers and their families,” Article 3(a) of the Convention suggests thet the generd level of wagesin the
country, the cogt of living, socid security benefits, and the rdative living Sandards of other socid groups
should be taken into account, in so far as possible, as well as economic factors (Article 3(b)) such asthe
requirements of economic development, levelsof productivity, and the attaining and maintaining ahigh level
of employment. Thus, Convention No. 131 stipulatesthat socid criteria (such as the needs of workers
and their families) should be consdered in conjunction with certain economic conditionsin determining the
level of minimumwages. 1n addition, Recommendation No. 135, which accompani esthe convention, states
that “Minimum wage rates should be adjusted from time to time to take account of changesin the cost of
living and other economic conditions’ (Part V, Paragraph 11), and that “To this end a review might be
caried out of minimum wage rates in relation to the cost of living and other economic conditions, either a
regular intervasor whenever such areview isconddered gppropriatein light of variationsin acost-of-living
index” (Part V, Paragraph 12).

In the preparatory work leading up to the adoption of Convention No. 131, the ILO’s analysis of
government responses to a questionnaire concerning the criteriato be used in setting minimum wage levels
revealed that while it was necessary to congider the * needs of workers and their familiesasabasic, or the
basic, purpose of minimum wage fixing ... It would seem, however, appropriate at the sametime to recdl
that minimum wage fixing done cannot suffice for the overcoming of poverty and the satisfaction of the
minmumneedsof dl workers, ... and that minimum wagefixing should form part of acomprehensve palicy
aimed at promoting a better life for the masses of the people.”®

23 International Labour Organization, MinimumWages. Wage fixing machinery, application, and supervision
(Geneva: International Labour Office, 1992), para. 33. Also, recall the hortatory languageintheinternational declarations
and the Mexican Constitution regarding minimum wages which was cited above.

24 International Labour Organization, MinimumWages: Wage fixing machinery, application, and supervision
(Geneva: International Labour Office, 1992), para. 35 citing International Labour Organization, Report of the Meeting of
Experts of 1967 (Geneva: International Labour Office, 1967), para. 100.

25| nternational Labour Organization, MinimumWages. Wage fixing machinery, application, and supervision
(Geneva: International Labour Office, 1992), para. 33 citing International Labour Organization, Minimum wage fixing
machinery and related problems, with special reference to developing countries, Report VII(2), International Labour
Conference, 53 Session (Geneva: International Labour Office, 1969), p. 111.
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The ILO has provided some guidanceto countriesin establishing and adjusting aminimum wage. Minimum
wages may be established ether by fixing asingle minimum wage of generd goplication or by fixing aseries
of minimum wages that apply to certain groups of workers. Minimum wages may be st in three basic
ways, or in acombination of these: (1) legidatively—by means of adatute, regulation, ordinance, decree,
etc.; (2) adminidratively—by acompetent authority; awage committee, council, or board; industrid |abor
court or tribuna; or an arbitration award, where trade unions and employer federations may aso be
consulted; or (3) contractualy—Dby collectiveagreements. Minimumwagesmay beincreased automaticaly
or provisions may be made for their periodic review.?

Collective bargaining agreements are consdered a wage-fixing machinery when they have beengiventhe
force of law as regards to clauses that set minimum wages. Minimum wages set by collective bargaining
may coexist with those set by alegidative or adminigtrative authority. In some cases, collective bargaining
agreements do not require aforma act of “extensgon” to become binding and labor law may provide the
force of such provisions?’

Minimum wages are often consdered to apply to al workersin agiven country. However, minimum wage
legidation may exclude certain groups or categories of persons (such as domestic workers or
homeworkers) or indudtries (e.g., agriculture or fishing). In some cases, persons employed in small
edtablishments (based on employment size or the firm’'s capitdization or sadles volume) or engaged in
informdl activities may not be covered by minimum wagelegidation. Minimum wagesmay beset by region,
area, or zone, by branch of economic activity; or by occupationd category. They may vary based on
gender, age, or seniority. In some countries, lower rates are set for trainees, apprentices, and the
disabled.? In order to achieve more complete coverage, some countries haveintroduced general minimum
wages either as a complement or a replacement for industry minimum wages fixed by wages councils or
boards.?

The ILO has suggested three essentid dementsfor the adequate and appropriate enforcement of minimum
wage provisons: (1) providing information to workers and employers on the minimum wage rates fixed,
(2) establishment of effective forms of sanctions to remedy and prevent infringements of the rates
established; and (3) the establishment of gppropriate supervision of what actudly takes place in the trade

26 |nternational Labour Organization, MinimumWages: Wage fixing machinery, application and supervision
(Geneva: International Labour Organisation, 1992), para. 111.

2" International Labour Organization, Minimum Wages: Wage fixing machinery, applicationand supervision
(Geneva: International Labour Organisation, 1992), paras. 147-151.

28 |nternational Labour Organization, Minimum Wages. Wage fixing machinery, application and supervision
(Geneva: International Labour Organisation, 1992), paras. 107-110.

29 Gerald Starr, Minimum Wage Fixing: An International Review of Practices and Problems (Geneva:
International Labour Office, 1981; second printing with corrections, 1993), p. 22.

-9



concerned.® In aparticular country, these dements may be implemented in different ways using different
srategies, and the scope of such enforcement efforts may depend critically upon resources devoted to such
activities as well asthe palitica will or public support to promote such efforts.

Measures

A recent ILO study notes: “ A system of minimum wages, whatever itsform, cannot work unlessitisbased
on regular, reliable and timely datistics on avariety of dataitems, including income, wages, pricesand the
characterigtics of wage-earners (sex, occupation, skill level, etc.).”3!

Six factors to be taken into account in determining minimum wages are set forth in Recommendeation No.
135: (1) the needs of workers and their families; (2) the generd leve of wagesin the country; (3) the cost
of living and changes therein; (4) socid security benefits; (5) the relative living Sandards of other socid
groups, and (6) economic factors, including the requirement of economic development, levels of
productivity, levels of employment, and the capacity to pay.

The mentioned 1LO study suggests statistics needed to quantify the six criteria and how they might be
provided by anationa system of labor gatigtics.

1) The Needs of Workers and their Families

Given an agreed definition and minimum threshold of basic needs for an individua or afamily (i.e, a
poverty line), assessments of the adequacy of aminimum wageto meet the needs of households (especidly
wage-earner households) can be derived from the following data sources or dements. (a) average
expenditure by low-income households on various goods and services, (b) information on household size
and composition, with particular emphasis on low-income households; (c) current wages paid to unskilled
workers; (d) income distributions of wage-earner households; and (€) average income levels of wage-
earner households. Since householdswith income primarily from low-wage unskilled work are most likely
to benefit from minimum wage legidation, atention is usudly focused on this group. Relevant datidtics
usudly can be derived from household income and expenditure surveys, adminidrative records (income
tax, socid security, or wage inspection), or household surveys and population censuses.

2) The Generd Leved of Wages in the Country

The generd leve of wagesin acountry is often measured by statistics on average wages by industry, sex,

%0 | nternational L abour Organization, Minimum Wages. Wage fixing machinery, application and supervision
(Geneva: International Labour Organisation, 1992), para. 342.

31 Robert J. Pember and Marie-Thérése Dupré, “ Statistical aspects of minimum wage determination,” Bulletin
of Labour Satistics, No. 3(1997), p. 1. Thissectionon measuresishbased uponthefindingspresentedinthisIL O study.
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occupation, and location. Statistics on current wages for unskilled workers may be useful in assessing the
“adequacy” of wagesand the“need” for minimum wages, if the definitions of adequacy and need are clear
and widdly accepted within a country. In periodicaly adjusting minimum wages, reference is often made
to average wageswith aview of maintaining aparticular ratio between the minimum wage and generd wage
levels. Since wage rates vary by establishment and there isrardly asingle prevailing wage, wage dataare
best collected from establishment surveys or censuses, which usudly are based upon business records,
supplemented with information from household surveys and labor ingpection reports.

3) Cod of Living and Changes Therein

Measures of changesin the cost of living (aggregate vaue of a particular basket of household goods and
services) are more common than absolute measures of the level itsdf.  Some countries compile regular
reports of average prices for a sdected range of goods and services which may be a useful input into
minimum wage determinations as woul d average expenditure by specific household type. Changesin price
leve are usudly measured by a consumer price index. Many countries compile agpecia consumer price
index designed to capture price levels affecting the welfare and basic needs of low-income wage-earning
households which may be more useful than a more generd consumer price index in adjusting minimum
wages levels. Over time, the composition of the basket of goods and services used to compile the
consumer price index will need to be reviewed and updated.

4) Socid Security Benefits

Access to socid security benefits and other measuresto aleviate poverty is an important congderation in
determining minimum wages. Useful datistical information includes the average benefits paid to
beneficiaries and the didribution of benefits pad, idedly cross-classfied with information on the
characterigtics of the beneficiaries (sex, age, disability status, employment status, etc.) which can be used
to diginguish thedisabled, elderly, and other beneficiariesfrom those who receive the minimum wage safety
net. These data can usualy be obtained from socid security adminigirative records, supplemented by
household survey information.

5) Redative Living Standards of Other Socia Groups

Measures of rdative living sSandards are usudly based on: (a) averageincome and income distributions of
different socid groups; (b) average expenditure (total and on different baskets of goods and services) of
different socid groups, and (¢) other measures of living sandards such as average number of roomsin a
dwelling, proportion of households renting accommodations, average number of household members per
room, type of materid of wallsor roof, proportion of household memberswith post-primary education, etc.
The definition of “socia group” aswell as*household” will vary by country. Measures of living sandards
are best provided by householdincome and expenditure surveys, supplemented by other household surveys
and adminigtrative records.
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6) Economic Factors

Economic factors to be consdered in setting minimum wages include the requirements of economic
development, levels of productivity, the level of employment, and employers capacity to pay. Some
relevant economic measures of development that are available from the nationa accounts statistics of most
countriesinclude: (a) changes in gross domestic product (GDP) per capitaat constant prices; (b) changes
in the proportion of GDP contributed by agriculture, manufacturing, and services sectors, (€) changesin
the vaue of indugtria production at congtant prices; and (d) changesin thevaue of foreign trade at constant
prices.

Socid measures of economic development available in most population censuses and surveysinclude: (a)
changesin the proportion of children atending school; (b) changesin the literacy rate; (c) changesin the
number of hospitals and schools per capita; and (d) changes in the accessibility of selected community
facilities (piped water, markets, schools, hospitals, postal services, fire services, police services).

Measures of economic activity that might be considered include: () changesin the unemployment rate; and
(b) changes in the percentage of persons employed in agriculture, manufacturing, and services sectors.
Labor productivity measures are less widdly available, particularly reliable measures of changesin red
terms of the value-added per employee and output per employee by industry and region, which may be
important Snce nationd figures may obscure indudtria and regiond differences and be mideading for the
purposes of setting minimum wages.

Economic factors influence anemployer’ s capacity to pay a specified minimum wage and depend, in part,
on (a) other payments such as other labor costs (including employer’s socid security expenditures and
other non-wage costsrel ated to employment of |abor); (b) paymentsto other factorsof production (profits,
rate of return on investment, etc.); and () the effects on the sdlling price of the product produced and on
subsequent sales. An employer’s capacity to pay may aso vary greetly by sze of establishment and
capitdization. Labor cogt surveys offer amgor source of information on these matters.

Prevailing or Average Wage

Definition

The term “prevailing wage’ has been interpreted in a variety of ways, such as the “going rat€’ or the
average levd of wages paid by employersfor specific occupationsin acommunity or area. |nsome cases,

it may refer more broadly to the rate paid to most workers or the rate established by trade union
contracts.®? In most cases, the prevailing or average wage is grester than, or equa to, the minimum wage

32 Bureau of Labor Statistics, Glossary of Compensation Terms, Report 923 (Washington: U.S. Department of
Labor, August 1998), p. 51.
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(if one has be set). However, locd labor market and economic conditions, the wage setting mechanism,
location, job tenure, size of firm, afirm's level of capitaization and technology, and the mix of skills
necessary for particular occupations, among other things, may affect thewagerate prevalinginaparticular
areaor country. By congtruction, an average wage rate represents a center or middle rate around which
actud wages lie; the qudity of this measure as being representative of aworker in agroup will depend on
the dispersion or spread of actud wage rates around the average rate, which is likely to be larger the
greater the skill/tenure spread or the production/supervisory worker mix of the representative worker

group.

Inthe United States, “prevallingwage’ dso hasadatutory definition. Under the Davis-Bacon Act of 1931,
as amended, and other statutes, there are provisions that workers engaged in congtruction activity under
contracts with, financed by, or with the assistance of the federd government or the Digtrict of Columbia,
be paid not less than the wage rates and fringe benefits prevailing for the corresponding classes of workers
employed on projects smilar to the contract work in local areas where such work is performed. If the
same wage is not paid to more than 50 percent of the workers with the same job classification, the
prevaling wage is caculated as the average of wages paid, weighted by the total employed in the
dassfication.®

Measures

Most countries conduct periodic economic surveys of establishments or households which gather
information on employment and earnings. In some cases, officid estimates of earnings are made based
on adminidrative records or specid surveys. Surveys or censuses of establishments (which are usudly
legally required to be accountable for tax purposes and maintain a certain level of record keeping) based
on payroll gatistics tend to more accurately reflect compensation than surveys of households (where
respondents may not recall or under report). Measures collected and reported may take on a national
character and not conformtointernational concepts, sointernationa comparisonsshould bedonewith care.

Basic wage and earnings satistics which are available in many countries include: average hourly earnings
at a busness establishment (payroll data); occupationa wages by industry and geographic area; and
employment cost (compensation). Care aso needs to be exercised in interpreting average measuresat a
high leve of aggregation, sincethese may concedl important differences acrossregionsor acrossindustria
or economic sectors of an economy.

A mgor source of wagedataisthe Internationd Labor Organization (ILO), which recelveswage datafrom

33 See National Archives and Records Administration, Code of Federal Regulations, Labor, Title29, Parts1.1
and 1.2 (Washington: U.S. Government Printing Office, July 1, 1998), pp. 10-11; see dso U.S. Department of Labor,
Growth of Labor Lawsin the United States (Washington: U.S. Government Printing Office, 1967), p. 117-120.
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its member countries® The wage data submitted to the ILO usually cover gross hourly or monthly pay
for al employees or for production workers. In some cases, prevailing or average wage data for the
goparel and footwear industries are not available for a country.

Hours of work per day and the standard workweek are aso important factors which will affect earnings
of hourly workers as will the amount of overtime and the rate a which that timeispaid. The intengity of
the work effort may vary by industry or occupation. In some industries, such as apparel, work intengty
tendsto be seasond, with periods of dack and periods of peak demand with substantial overtime or round-
the-clock production.

To evaduate the purchasing power of earningsover aperiod of time, wagesare usudly adjusted for inflation
usng a nationd or regiona consumer price index (CPI) number to obtain read earnings measures.
Conversion of foreign wage rates or earnings to U.S. dollar figures usng market exchange rates permits
wage or earnings comparisons, but do not reflect relative level of wel-being which would require
comparisons based on purchasing power parity measures.

The qudity of any reported wage datawill depend upon the qudlity of the underlying survey insrument and
be subject to limitations in scope, frequency, and coverage as well as being subject to sampling and non-
sampling biases.

Non-Wage Benefits

Non-wage benefits provided to employees in many cases represent a substantial portion of ther total
compensation. Monetary benefits provide additiond direct-income, or incomein lieu of work, while non-
monetary (in-kind or subsidized) benefits reduce workers' daily expenses and costsincurred by working.
Some non-wage benefits are redized immediately by workers, while others may be deferred or never
actudly redized. Non-wage benefits are often used by employersin tight labor market Stuationsto attract
and keep workers (especidly low-pay workers) rather than increasing wages, but may be withdrawn once
market conditions loosen. While the provison of non-wage benefits poses immediate costs to the
employer, it isnot clear that these costs necessarily reflect the present va ue of non-wage benefits actualy
redized by the employee.

Definition®

34 International L abour Organisation, Yearbook of Labour Statistics, 1998, Sources and Methods Volume 2,
Employment, Wages, Hour s of Work and Labour Costs (Geneva: International Labour Office, 1998); annual publication.

35 Thissectionisbased upon Social Security Administration, Social Security Programs Throughout the World

- 1997 (Washington: U.S. Government Printing Office, August 1997), which is issued biennially and describes the
principal features of different national social security systems.
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Non-wage benefits augment income and may include: pay for time not worked (e.g., vacations, public
holidays, and sick leave); supplementary pay (e.g., profit-sharing, year-end, atendance, or other
nonproduction bonuses); deferred retirement income (e.g., defined benefit or defined contribution plans);
insurance (e.g., life, heath, and disability insurance); socia insurance benefits (e.g., socia security, hedth
care, saverancepay or unemployment insurance, andworkers compensation); employeetraining; and plant
facilities and services (e.g., cafeteria, medica clinic, day care center, recreation center, or housing).

Some non-wage benefits, such as socid insurance and retirement benefits, are usually government-
mandated. However, other non-wage benefits may not be required by law, such as those negotiated by
l[abor unions in collective bargaining agreements, or those that may be the practice of the company or
industry itsdf, such as providing hedth or denta insurance or maternity leave (which may or may not be
a “mandated benefit” in some countries), life insurance, trangportation, subsidized meds, child care and
recreationa facilities, or worker training programs. In addition, there may be privatdy financed (employer-
employee) benefitsarrangements, which areavailableasdternativesto statutory programs, that may or may
not be mandatory in some countries.

The term “socia security” refers to programs established by datute that insure individuals against
interruption or loss of earning power, and for certain specid expenditures arisng from marriage, birth, or
degth. Allowancesto families for the maintenance of children are aso included in this definition. Socid
Security programs may encompass the following types of coverage: old age, disability, and death (income
support); sickness and maternity (medica and hospita services); work injury (disability income support);
unemployment (income support); and family alowances (cash payments and socia services; federa tax
credits or relief).

Income maintenance programs that provide cash benefits are usually provided in three basic ways.
employment-related (based on length of employment and level of earnings a the time of contingency),
universa (flat-rate cash benefits), and means-tested systems (limited to needy or low-income gpplicants).
Under the firgt two, the insured can clam benefits as a matter of right, while means-tested benefits are
based on acomparison of aperson’ sincome or resources againgt astandard usually based on subsistence
needs. Employment-related systems for unemployment, sickness, maternity, or work injury are financed
by employers, workers, or both, and are, in most instances, compulsory for defined categories of workers
and their employers and often are referred to as socia insurance systems.

Three other types of programs may aso be in place in some countries:

! Mandatory private insurance programs, which may substitute for or complement socia
insurance systems, are funded with mandatory contributions from the employer, or acombination
of employee and employer contributionsto the employee sindividua account. Theemployee must
pay an administrative fee for the account and purchase a separate policy for disability and
survivor'sinsurance.
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1 Provident funds, which are publicly operated and exist primarily in developing nations, are
essentidly compulsory savings programs in which the employee's regular and voluntary
contributions are withheld from their pay and in some cases are matched by their employers. The
funds are st asde for each employee in aspecid fund for later repayment to the worker, usualy
in alump sum with accrued interest.  Sometimes the beneficiary can opt for a penson, or the
pension is provided to the survivors.

! Employer-liability systems where affected employersarerequired, usualy through alabor code,
to provide specific benefits, such asalump sum to the aged or disabled; provison of medicd care,
paid sick leave, or both; payment of maternity benefitsor family alowances; provison of temporary
or long-term cash benefits and medica care in case of a work injury; or payment of severance
indemnitiesin the case of dismissd. This approach does not involve the pooling of risk, sncethe
lidhility is placed directly on each employer. Employers, therefore, tend to insure themselves
againd this ligbility and some laws make this compulsory.

In addition to employer provided and financed non-wage benefits, the government in many countries
provides low-income families direct assstance through tax credits, subsidies, and other income transfers
(e.g., earned income tax credit and other tax relief, food stamps, family alowances; etc.).

Measures

M ost measuresof benefit costs comefrom estimates produced in the computati on of compensation or |abor
costs from business records of a company or from the records of offices that administer the benefit
programs. Total compensation costs (and more broadly, labor costs) refer to the costs incurred by the
employer in the employment of labor (fully loaded wages) and include the entire range of wages and
benefits that aworker receives (both current and deferred) as the result of their employment.

Inthe United States, hourly compensation costs are defined by the U.S. Bureau of Labor Statistics (BLS)
ashourly direct gross pay plusemployer socid insurance expendituresand other labor taxes. Hourly direct
gross pay includes al payments made directly to the worker, before payroll deductions of any kind,
consgting of pay for time worked (basic time and piece rates plus overtime premiums, shift differentids,
other premiums and bonuses paid regularly each pay period, and cost-of-living adjustments), and other
direct pay (pay for time not worked, such as vacations, holidays and other leave, except sick leave;
seasonal or irregular bonuses and other special payments, selected social alowances; and the cost of
payments in kind). Employer socid insurance expenditures and other labor taxes include: employer
expenditures for legdly required insurance programs and contractua and private benefit plans (retirement
and disability pensons, hedth insurance, income guarantee insurance and sck leave, life and accident
insurance, occupationd injury and illness compensation, unemployment insurance, and family alowances),
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and, for some countries, certain labor taxes (e.g., taxes on payrolls or employment).®

The BLS definition of hourly compensation costs is less comprehensive than the one used by the ILO in
itsdefinition of total |abor cogts, whichincludes, in addition, the costs of recruitment, employeetraining, and
plant facilitiesand services (such ascafeteriasand medicad clinics). Thelabor costsnot includedinthe BLS
edimates of hourly compensation costs account for no more than 4 percent of tota labor codts in any
country for which data are available®”

Assessing Basic Needs: The Poverty Line

Assessing the basi¢ needs of ahousehold or anindividud requires: the development of anindicator of well-
being or welfare, which typicdly is based on per capita calorie in-take or rea per capita consumption
expenditures; setting anormative threshold (apoverty line) that represents awidely accepted minima leve
of well-being for a household or person; and a measure to assess poverty across the population, which is
consgent and representative. Adjustments and refinements may need to be made astheleved of economic
development changes and the population gains access to a broader set of goods and services.
Dissgreementsarelikely to ariseasto how the poverty measureisdefined and how the normative threshold
is set—often, it is based on the cost of either a subsistence food basket or a market basket of essential
goods and services (food, clothing, shelter, and, perhaps, some other items) reflecting “basic needs.”
Thresholds are usually set in terms of income levels required to purchase goods and services related to
basi¢c needs, which raises the question of how income is defined and measured.

Definition

Poverty is a multifaceted notion which may be viewed from different aspects and dimensons. Most
definitions of poverty fdl into one of three categories. (1) absolute—having less than some defined
minmum; (2) r el ative—havinglessthan othersin the same society; and (3) subjective—individuds feding
or perception that they do not have enough to get dong.*®

The poverty line is usudly defined as the level of some criterion measure below which a person is

36110 some countries, social insuranceand unemployment insurance programsarefinanced through general tax
revenues rather than employment taxes placed on the employer.

3"Bureau of Labor Statistics,U.S. Department of Labor, International Comparisons of Hourly Compensation
Costs for Production Workersin Manufacturing (September 16, 1998), p. 10.

% Aldi Hagenaars and Klaas de Vos, “ The Definition and Measurement of Poverty,” Journal of Human
Resources, Vol. XXI11I, No. 2 (Spring 1988), pp. 211-221. For other general surveysof poverty definitions and measures,
see Rolph van der Hoeven and Richard Anker (eds.), Poverty Monitoring: An International Concern (New York, St.
Martin’s Press, 1994) and Paul Streeten, “Beyond the Six Veils: Conceptualizing and Measuring Poverty,” Journal of
International Affairs, Vol. 52, No. 1 (Fall 1998), pp. 1-31.
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considered “poor.” The headcount is the number of persons below the poverty line; sometimes, it is
expressed asthe percentage of the population below the poverty line. Thepoverty gap measureshow far
a person or household is below the poverty line. The extent of poverty is clearly influenced by the choice
(absolute, relative, or subjective) of the poverty line.

An absolute poverty line is commonly drawn based onthe level of expenditure (or income, consumption,
budget, etc.) required to meet some minimum food and other essentia non-food needs; if a person’s (or
family unit's) income fdls bdow thisleve, the person or family unit are consdered poor. There is often
widespread disagreement on the definition of the minimum standard of living and the identification of
quantifiable measures (such as per capitaincomeor per capitaconsumption and the cost of minimum basic
commodities) and other essentias (such as cadorie intake, housing codts, transportation costs, education
costs) which are needed in order to set the poverty line for a given country. Further, these notions vary
withinand across countriesand may depend on avariety of socid, culturd, indtitutiond, politica, economic,
climatic, or development factors.

Rdative poverty refers to the postion of an individua or household compared to some average income
measurefor the country. Inthiscase, apoverty linemight be set at one-half of the mean per capitaincome,
50 percent of median adjusted disposable personal income,® or at the 40" percentile of the nation's
income didribution. Relative poverty lineswill vary with theleve of average (or median) per cgpitaincome,
the shape of the didribution of income, and overal economic conditions and are used primarily by
developed countries that are more concerned about the distribution of income than its absolute level.
Notions of absolute poverty, wherethe poverty line doesnot vary, may be morereevant for lower-income
developing countries.

Subjective poverty usudly involves abroader notion of poverty and deprivation than might be captured in
more quantitative measures of absolute or relative poverty based on income or consumption measures and
attempits to capture the interactions of socid, culturd, political, and economic factors (e.g., vulnerability,
isolation, powerlessness, surviva, persona dignity, security, saf respect, housing quality, basic needs,
nutritional status, accessto sarvices, and ownership of assets).*° Subjective poverty assessments, usually
based on open-ended interactive interviews, attempt to measure quditatively the respondent’s fedings
about deprivation or the individud sdf-assessment about their Stuation. This gpproach usudly attempts
to take into congderation the conditions, priorities, and Stuations of those under study, typicdly a
community or region of acountry. These assessments, while more comprehensive in scope, are based on
smaler and less representative sample szesand may beless cogtly and moretimely than more quantitative

% This isthe standard used by the European Union (EU) and the Organization for Economic Cooperation and
Development (OECD).

40 Soniya Carvalho and Howard White, Combining the Quantitative and Qualitative Approachesto Poverty

Measurement and Analysis: The Practice and the Potential, World Bank Technical Paper No. 366 (Washington: World
Bank, 1997), pp. 4-5.
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assessments based on nationd censuses or surveys which use probability sampling methods. The poverty
line set under thisdefinition uses someindices of living standards or salf-assessmentsbased on awiderange
of non-income measures.

Measures

The kind of poverty definition chosen determines the type of measure. Several generd issues related to
poverty measurement are discussed before specific measures are presented.

In determining the poverty line, consumption measures are generdly preferred over income measures,
because they more accurately measure deprivation. Also, consumption can be more accurately measured
for households that may have diverse sources of income (some of these may be unmeasured, unreported,
or under-reported incomefrominforma activities) and for which the net incomefrom severd activitiesmay
not be known. Inaddition, incomemay fluctuate widdy from period to period, whereas consumption tends
to be smoother. In most cases, the consumption of leisure is not taken into account, despite the fact that
the quantity and quality of leisure can be amgor benefit of socio-economic advance. Similarly, savings
and consumption of own-production are often not accounted for.

Despite the preference for consumption measures, most poverty measures ultimately arrive a a poverty
line based on some measure of income. Since average income or average consumption conceal
differences, measures need to be dratified by other characteristics which look behind income.

Households differ in size, compaosition, and location (urban/rurd), so a Smple comparison of aggregate
household consumption can be quite mideading about the well-being of individua members of a given
household. However, measures canbe stated in terms of per adult equivadent, i.e.,, for ahousehold of any
given sze and demographic composition (such as one male adult, one femae adult, and two children) and
an equivaence sca e developed that measures the number of adult maes (typicaly) which that household
is deemed to equivalent to. Separate regiona or urban and rura measures may be more reveding than a
composite national average.

The amount of time a person or household spends in poverty may be relevant so that dynamic
congderations and points in the life cycle may add useful information. Other dynamic factors which
influence the setting of poverty lines include the fact that the poverty thresholds may change as income
increases, the choice set of an individud expands and changes with improvements in the level of
development, and that prices of goods and services, and their availability, and the purchasing power of
various groupsin society will aso change over time. Additiona non-incomerel ated consderationsinclude
holdings of assetsand land, education, accessto servicesand transportation, hedthrel ated (life expectancy,
nutritiona intake), and discretionary spending.

Hagenaars and de Vos describe a variety of poverty measures, based on the absolute, relative, and
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subjective definitionsof poverty.* Often the measures use some combination or variation of the methods
described below.

1) Absolute Measures

@ Basic Needs

This method usualy determines minimum requirements (generdly based on “how muchistoo little” rather
than “how much is enough”) to meet “basic needs’ (e.g., food, clothing, and housing) and the income
necessary to purchasethem.*? While adjustments may be made for household composition and size, there
isno consensus on what and how much are needed for “basic needs.” Despite (or because of it) anation’s
technologica and socid advancement, there is no generaly accepted standard of adequacy for the
essentidls of living except for food.* 1t becomes more difficult to reach aconsensus on apoverty linewhen
it is set above the level of mere surviva (e.g., a subsistence level based on critical food needs). The
measurement problems are compounded once acountry passesthe stage of the struggle for sheer survivd,;
yesterday’s luxuries become tomorrow’'s necessities.  As with any absolute measure, measurement
difficulties increase if the measure is used over time, since economic and socid conditions and living
arrangements, among other things, change. In the United States, while not incorporated into the officia
poverty measure, the U.S. Census Bureau has measured households' difficulties in meeting basic needs
suchashaving enough to est, meeting essentia expenses, paying full utility bills, paying full rent or mortgege,

AL Aldi Hagenaars and Klaas de Vos, “The Definition and Measurement of Poverty,” Journal of Human
Resources, Vol. XXIII, No. 2 (Spring 1988), pp. 211-221. Hagenaars and de Vos used different poverty measures to
estimate the number of poor (headcount) in Holland. Their results indicate that the headcount varies enormously by
minimumfood definition, by household type (one-family, non-working, number of wage earners, etc.), and consumption
behavior (e.g., unableto distinguish poverty from other effects of deprivation such as age, health, and household size).
They found that subjective methods may be useful for identifying subgroups at high poverty risk and that there was
ahigh correlation among the “basic needs,” “just sufficient,” and “official definition” measures of poverty. However,
they conclude that in the end the definition and measure chosen will probably be less on its merit than on pragmatic
grounds (e.g., data availability), political grounds (i.e., meets widely accepted societal values), or historical grounds.

42 For variants based, in part, on this method, see B.S. Rowntree, Poverty: A Sudy of Town Life (London:
Macmillan, 1901), who devel ops a poverty line based on astandard (expert) budget with monetary amountsfor various
necessary consumption items, and Mollie Orshansky, “ Counting the Poor: Another L ook at the Poverty Profile,” Social
Security Bulletin, Vol. 28, No. 1 (January 1965), who develops poverty thresholds based on a multiple of the dollar
amount for basic food requirementsrather than on the dollar amount of different necessary consumptionitems. Sen has
suggested that poverty should be defined in terms of capabilities rather than the consumption of commodities. Under
this approach, basic needs are absolute in terms of capabilities (the set of choices, opportunities, or access), but not
necessarily intermsof consumption goodsor income; see AmartyaK. Sen, Commoditiesand Capabilities (Amsterdam:
North Holland, 1985).

B Mollie Orshansky, “Counting the Poor: Another Look at the Poverty Profile,” Social Security Bulletin, Val.
28,No. 1 (January 1965), p. 5. Whileminimum food-intake requirements (in termsof calories, protein, and other nutrients)
may besomewhat uncontroversial, differencesarisewithregardto quality, mix, and accessibility of minimum subsistence
diets.
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going to thedoctor or dentist when needed, having telephoneor utilitiesdisconnected, or being evicted from
ahouse or apartment, based on pandl datafrom the Survey of Income and Program Participation (SIPP).*

(b) Food/Income Ratio

This gpproach, based on the proposition that the ratio of food expendituresto income declines asincome
increases (Engd’s Law), uses actua household consumption expenditure data to determine the minimum
share of income (family budget expenditure) needed for food (eg., a of household expenditures in the
United States™ or 80 percent of household expendituresin India®*). Personsor householdsspending more
thanthisminimum shareare consdered poor. The United Nations Devel opment Programme (UNDP) uses
ameasure of “ultra-poverty” for the Situation where ahousehold cannot meet 80 percent of the Food and
AgricultureOrgani zation of the United Nations-\World Hed th Organi zation (FAO-WHO) minimumcaorie
requirements, even when using 80 percent of itsincome to buy food.*’

(© Fixed Cos/Income Ratio

This method setsaminimum retio of fixed codts (i.e., costs of expenditure items which reduce disposable
income such as housing, taxes, energy, insurance, telephone, trangportation, education, or other items on
which people will not diminish their expenditures) to income. This method has been used in Dutch socid
policy discussions where the ratio has been set at 50 percent.*®

(d) Totd Expenditure/lncome Ratio

Inthis case, apersonisconsidered poor if their expenditures are greater than current income (i.e,, theratio
of total expenditures over incomeisgreater than one so one needsto borrow or use savingsin order to get

4 See Kurt J. Bauman, Extended Measures of Well-Bei ng: Meeting Basic Needs, 1995, Household Economic
Studies, Current Population Reports P70-67 (Washington: U.S. Census Bureau, released July 1999); accessible on the
U.S. Census Bureau's web site at either <http://www.census.gov/Press-Release/www/1999/cb99-130.html> or
<http://www.census.gov/prod/www/abs/popul a.html>.

 seeMoallie Orshansky, “ Counting the Poor: Another Look at the Poverty Profile,” Social Security Bulletin,
Val. 28, No. 1 (January 1965), p. 7-9.

46 See V.M. Dandekar, Measurement of Poverty, R.R. KaleMemorial Lecture, 1981 (Pune, India: Spicer College
Press, Gokhale Institute of Politics and Economics), p. 6.

47 See United Nations Devel opment Programme, Human Development Report 1997 (New York: Oxford
University Press, 1997), p. 13.

8 Aldi Hagenaars and Klaas de Vos, “The Definition and Measurement of Poverty,” Journal of Human
Resources, Vol. XXIII, No. 2 (Spring 1988), p. 214.
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aong).
2) Relative Measures

@ |ncome Deprivation

In this approach, the poor are seen as lacking income necessary to purchase basic necessities relative to
others in the society that are able to. Using a broader notion of subsistence, the poverty lineis set asa
proportion (say, 60 to 80 percent) of average earnings of manud (unskilled) workers, the average wage
of male heads-of-households, or average weekly earnings of some reference group, where the proportion
depends on the family sze*

(b) Commodity Deprivation

Under thisnotion, the poor are seen aslacking certain commoditiesthat are common in the society that they
aelivingin® A standard consumption pattern is determined that represents society’ s common practice
and poverty ismeasured as how much one' s actua consumption pattern differs from this sandard. Often
ascoring index is developed which indicates the number of times there is a shortfall of not possessng a
certan item (eg., durable goods such as a car, color televison, refrigerator, washing machine, or
expectations about replacing one of theseitemsif it bresks down). Besides being somewhat arbitrary, the
focus on durable goods may mistakenly classify as poor some young starting households which have
accumulated few durable goods. In the United States, while not incorporated into the officid poverty
measure, the U.S. Census Bureau has measured the nation’s poor and nonpoor access to consumer
durablessuch asawashing machine, clothesdryer, dishwasher, refrigerator, freezer, color televison, stove,
microwave, VCR, air conditioner, persona computer, and tel ephone, based on pand datafrom the Survey
of Income and Program Participation (SIPP).>

3) Subjective Measures

@ Minimum Income

49 see, for example, Brian Abel-Smith and Peter Townsend, “The Poor and the Poorest,” Occasional Papers
on Social Administration Number 17 (London: G. Bell & Sons Ltd., 1965) for a discussion of the evolution and
development of thistype of relative poverty measure by B.S. Rowntreein England over the period 1899 to 1950.

50 A variant of this method considers the deprivation standard in terms of social activities (rather than
commodities) as indicators of whether afamily is participating in the community’ s style of living; see Peter Townsend,
Poverty in the United Kingdom (Harmondsworth: Penguin Books, 1979).

51 SeeK athleen Short and MartinaShea, Beyond Poverty, Extended Measur es of Well-Being, 1992, Household

Economic Studies, Current Population Reports P70-50RV (Washington: U.S. CensusBureau, rel eased September 1995);
accessible on the U.S. Census Bureau’ s web site at <http://www.census.gov/prod/www/abs/popula.html>.
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This approach surveys people to determine the income leve that they fed is“just sufficient” (or asksfor a
leve that is” not sufficient” and alevd that is” sufficient”) for the household. If thelr incomeislessthan*just
sufficient,” then they are considered poor.>? The method assumes that “ sufficient” and “not sufficient” are
associated with the same levels of wefare throughout the society.

(b) Minimum Consumption

Thismethod surveys peopleto determinewhat they consider to be basic needs and how much of thesethey
need and then compares what they say they need with what they actualy purchase. Usudly, food is the
relevant category used.

4) Officid Measures

The World Bank, the International Labor Office (ILO), and other United Nationsingtitutions areinvolved
in reporting on poverty, but few ingitutions are directly involved in poverty-related data collection.
Poverty andlysis is often limited by the avallability of accurate data. Nationd household income or
consumption surveys are seldom available for most developing countries. The World Bank, 1LO, United
Nations Development Programme (UNDP), World Food Program, and United Nations Statistica Divison
have accumulated extensive experience in providing assistance to developing countries in this area. In
addition, internationa measuresof poverty (i.e., methods gpplicable across countries) have been devel oped
by the World Bank and the UNDP to assigt them in the administration of development aid programs.

@ National Measures

These measures of poverty are usually developed by nationa statistical agenciesfor use by the government
in development planning or as abags for providing socid assistance to the needy. In most cases, either
an absolute or arelative measure is adopted to set the nationa poverty line. The usud dtarting point for
Setting an absol ute country-specific poverty lineisthe caculation of minimum per capitafood and energy
needs on the basis of age- and sex-specific minima.  The compostion of the food basket is usudly
determined by consdering the prevailing dietary habitswithin the country and the cost of the minimum food
basket isusualy evauated using retall prices. Thenationd poverty rateisthe percentage of the population
living below the poverty line deemed appropriatefor the country by itsauthorities. The nationd poverty rate
isoften disaggregated into urban and rura poverty rates. Nationd estimates are then based on population-

52 For afurther discussionand application of thismethod, see Theo Goedhart, Victor Hal berstadt, ArieKapteyn,
and Bernard M.S. Van Praag, “ The Poverty Line: Concept and M easurement,” Jour nal of Human Resour ces, Val. 12, No.
4(1977), pp. 503-520; Diane Colasanto, ArieK apteyn, and Jacquesvan der Gaag, “ Two Subjective Definitionsof Poverty:
Results fromtheWisconsin Basic Needs Study,” Jour nal of Human Resour ces, Vol. 19, No. 1(1984), pp. 127-137; Sheldon
Danziger, Jacques van der Gaag, Michael K. Taussig, and Eugene Smolensky, “The Direct Measurement of Welfare
Levels:How Much Does It Cost to Make Ends Meet?’ Review of Economics and Statistics, Val. 66, No. 3 (1984), pp.
500-505; and Aldi J.M. Hagenaars, The Perception of Poverty (Amsterdam: North Holland Publishing Co., 1986).
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wel ghted subgroup estimatesfrom household surveys. Some countrieshave not adopted an officid poverty
measure due to alack of nationa consensus on a definition.

The World Bank has developed the Living Standards Measurement Survey (LSMYS) to collect data on
poverty and other development indicators in some 30 countries. The nationd datistical agency in each
country actually carries out the survey. The World Bank’s LSMS surveys are household surveys which
have been conducted during the last 13-14 years. Edablishing a reliable system for monitoring living
standards at disaggregeted levels requires a well-functioning sample survey gpparatus. Many countries
conduct household surveys that generate sufficiently disaggregated information to facilitate planning, and
internationa survey programs. For other countries, however, the Sate of the data does not even alow an
accurate estimate of basic indicators. For these countries the World Bank’s Living Standards
Measurement and Socia Dimensions of Adjustment surveys provide one way to build loca capacity.

(b) | nternational Measures

| nternationd organi zationssuch asthe World Bank, the United Nations Devel opment Programme (UNDP),
and theInternationa Labor Organization (1L O) regularly publish measuresof poverty based onresultsfrom
individual nationa surveys as well as those based on an internationally comparable basis.

The poverty lines published by the World Bank are based on both country-specific (national) and
international poverty lines estimates, expressed in monetary units. Poverty measures are prepared by the
World Bank’s Development Research Group and are updated and revised on aregular basis.>® Country-
gpecific poverty lines are based on representative primary household surveys conducted by nationa
datigtical offices or by private agencies under government or international agency supervision, or are
obtained from government Statisticd offices or World Bank country departments.

The World Bank frequently usestwo different internationd poverty line: onewhichisset at 2 U.S. dollars
(US$) per person per day and the other which is set at US$1 per person per day (the extreme poverty
line), both in 1985 prices adjusted for purchasing power parity.>* The US$1/USS$2 internationa poverty
linesin 1985 purchasing power parity adjusted US$ areroughly equivaent to US$1.50/US$3.00in terms

53 TheWorld Bank’ sseminal work on poverty wassummarized initsAorld Devel opment Report 1990: Poverty;
the World Development Report 2000-01 will once again focus on the subject of poverty. See the World Bank’s web
site: <http://www.worldbank.org/povertywdrpoverty/index.htm>.

% Since pricesof goodsand servicesvary greatly among countriesand commercial market exchangerateshave
frequent and sometimes sharp fluctuations and do not reliably reflect relative differences in prices, purchasing power
parities, which give the number of foreign units of currency required to buy goods and services equivalent to what can
be purchased with one unit of U.S. (or other base country) currency, provide a better basis for making international
comparisons.
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of 1997 U.S. prices.>® While somewhat arbitrary in definition, the advantage of a common internationd
poverty lineisthat it permits comparisons based explicitly on equivaent rea baskets of goodsand services.
According to the World Bank, the standard of US$1 a day, measured in 1985 internationd prices and
adjusted to loca currency using purchasing power parity conversion factors, was chosen for usein its
World Development Report 1990, which focused on the subject of poverty, becauseit istypica of the
poverty linesin low-income economies® The World Bank acknowledges tha while purchasing power
parity factors take into account the loca prices of goods and services that are not traded internationdly,
they were designed for internationa nationa accounts aggregeates and not international comparisons of
poverty. Thus, thereis no reason to bdieve that these international poverty linesrepresent the sameleve
of deprivation across countries.

The United Nations Development Programme (UNDP) hasissued annua reports since 1990 which mark
the progress of human development in countries around the world. Over the years, these reports have
devel oped more comprehensive country measures of human development and poverty. Based on the
premise that human development is a process of enlarging choices and capabilities, the UNDP measures
(indexes) have been based on three basic dimensons of human development in a country: longevity,
knowledge (or educationd attainment), and a decent standard of living.

The UNDP s Human Development Index (HDI), which measures progress in a country as awhole, is
based on life expectancy at birth (longevity); adult literacy and combined primary, secondary, and tertiary
enrolment (knowledge); and adjusted per capita income in purchasing power parity prices (a decent
standard of living).>’

55 World Bank, World Development Report: Knowledge for Development 1998-99 (New York: Oxford
University Press, 1999), p. 117.

%6 World Bank, World Devel opment Report: Knowledge for Development 1998-99 (New York: Oxford
University Press, 1999), p. 236. For more background on the nature of the 1990 World Bank poverty estimates, see Elaine
K. Chan, “A Compendium of Data on Poverty and Income Distribution,” Background Paper for theWorld Devel opment
Report 1990 (Washington: World Bank, 1990). In most cases, an absolute poverty line, defined as an expenditure or
income level below which basic needs cannot be satisfied, wasarbitrarily set 35 percent higher thanthe poverty linefor
rural areas of India, which at that time was considered to be more representative of many developing countries. The
poverty line corresponded to US$31 (US$1 per person per day) after adjustment for purchasing power parity had been
made to the 1985 official exchange rate. The purchasing power parity poverty line was converted into the national
currency using estimates from Robert Summers and Alan Heston, “A New Set of International Comparisons of Real
Product and Price Levels: Estimatesfor 130 Countries, 1950-1985,” Review of Income and Weal th, Series 34, No. 1 (March
1988), pp. 1-25. See Hamid Tabatabai, Statistics on Poverty and Income Distribution: An ILO Compendium of Data
(Geneva: International Labour Office, 1996), p. 136.

57 Based on the same dimensions and variables as the HDI, the UNDP has also devel oped gender-related
development indices (GDIs) to capture inequalitiesin achievement between men and women and gender empowerment
measures (GEMs) to measure inequalities in opportunities between men and women in key areas of economic and
political participation and decision making and earned income. See United Nations Development Programme, Human
Development Report 1998 (New Y ork: Oxford University Press, 1998), pp. 14-15.
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The UNDP aso sees human poverty as being multidimensiond, that is, more than just alack of income.
In this view, poverty entails not only the lack of what is necessary for materia well-being (i.e., income
poverty), but also the denid of opportunities and choices most basic to human development (viz., along,
hedthy, credtive life (longevity); dignity, self-esteem, and respect of others (knowledge); and things that
people vduein life (adecent gandard of living). “Sinceincomeisnot thesum totd of human lives, thelack
of it cannot be the sum tota of human deprivation.”® The UNDP s Human Poverty Index messures the
extent of deprivation or the proportion of persons left out of the progressindicated by the HDI.

Since economic and socid deprivationvarieswith theleve of deve opment, different measures of poverty
are used by the UNDP for developing and developed countries. For developing countries, which have a
low level of resources, thefocusison hunger, epidemics, illiteracy, and the lack of hedth servicesand safe
drinking water. For theindustrialized (devel oped) countries, which are more affluent, thefocusison socid
excluson as reflected in deprivation of income and employment—the necessary means for acquisition of
required materiad goods and services—and the lack of opportunities and capabilities mirrored in
deficienciesin hedth and literacy. The specific eements which comprise the UNDP Human Poverty and
Income Poverty Indexes are as follows:

! For developing countries, the UNDP s Human Poverty Index (HPI-1) isbased on the percentage
of persons not expected to survive to age 40 (longevity); the percentage of adultswho areilliterate
(knowledge); and the percentage of persons without access to hedlth services and safe drinking
water and the percentage of underweight children under five (indicators of deprivationineconomic
provisoning for a decent standard of living). The UNDP's measures of income poverty for
developing countries are based nationd poverty lines, generdly based on the food poverty
measures, and, for internationa comparison, the World Bank’ sinternationa poverty line of US$1
per person per day at 1985 prices adjusted for purchasing power parity. A poverty line of US$2
per person per day at 1985 prices adjusted for purchasing power parity is used for countriesin
Lain American and the Caribbean, while a poverty line of US$4 per person per day at 1990
prices adjusted for purchasing power parity is used for Eastern European and Commonweslth of
Independent States (CIS) countries.

1 For developed countries, the UNDP s Human Poverty Index (HPI-2) isbased on the percentage
of personsnot expected to survive age 60 (longevity); the percentage of adultswho arefunctionaly
illiterate (knowledge); the percentage of personsliving below theincome poverty lineof 50 percent
of median disposable income (a decent standard of living); and the proportion of long-term (12
months or more) unemployed (as ameasure of socid excluson). Two internationa poverty lines
are used by the UNDP to determine the income poverty rate in developed countries, a measure

58 United Nations Devel opment Programme, Human Devel opment Report 1998 (New Y ork: Oxford University
Press, 1998), p. 25. See aso, United Nations Development Programme, Human Development Report 1997 (New Y ork:
Oxford University Press, 1997) which was devoted entirely to the issue of poverty. See also, the UNDP's web site:
<http://www.undp.org/undp/hdro>.
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of US$14.40 per day at 1985 prices adjusted for purchasing power parity (which isequivaent to
the U.S. poverty line) and the EU and OECD standard of 50 percent of a country’s median
adjusted disposable persona income.

The Internationa Labor Organization (ILO) gathers avallable poverty estimates and information on the
digtribution of income for most countries and provides a summary of these measures in a compendium
which is published every three years.>® Nationd and international poverty estimates (poverty line and
percentage of the population below the poverty line) made by researchersin the private sector and public
sector are provided dong with a brief description of the data sources and methodology used.

To hdp facilitate and improve the rapid and relaively inexpengve collection of information for poverty
monitoring in lower-income countries, the ILO has developed a monograph which outlines methods for
ensuring that information is minimaly sufficient, provides arange of poverty indicators, islow in cost and
rapid in execution, is subject to an acceptable degree of measurement error, and is amenable to timely
processing and andysis®

Meeting Workers' Needs

The establishment of a minimum wage sysem is often portrayed as ameansfor ensuring that workerswill
receive a minimum wage-income that enables them to meet their basic needs (and, in some cases, those
of their families); hence the frequent use of the term “minimum living wage’ or “living wage."®!
Determination of such awage raises questions smilar to those that arise in the measurement of poverty
(eg., interms of definition, content, and composition of households and income or consumption measures
used; and the number of wage earnersin ahousehold and other sources of income) and may aso chdlenge
the notion that there should be a single breadwinner for a household. While the concept that a minimum
wage should be a“living wage’ may be consonant with someinternationa covenants and declarationsand
the goa of reducing poverty, economic and labor market conditions (i.e., the ability to pay such awage)
may redrain the setting of a“living wage.”

Definition

Theterm“livingwage’ isoften used asasynonym for a“fair and decent” level of incomethat would engble

59 The most recent report is Hamid Tabatabai, Statistics on Poverty and Income Distribution: An ILO
Compendium of Data (Geneva: International Labour Office, 1996); an updated report is scheduled to be released latter
in 1999.

60 See Richard E. Bilsborrow, Richard B. Anker, and Deborah S, DeGraff, Poverty Monitoring and Rapid
Assessment Surveys (Geneva: International Labour Office, 1998).

61| nternational L abour Organization, Minimum Wages: Wage fixing machinery, application and supervision
(Geneva: International Labour Organisation, 1992), para. 33.
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workers to meet their “basic needs,” but there islittle agreement on the definition of “basic needs’ and a
methodology to determine such needs. While there have been a number of declarations and conventions
by regiona and international bodies concerning the right of workers to receive an adequate wage,® they
do not provide a precise definition of what that wage should be or how it should be determined.

For some, “basic needs’ mean mere physica subsistence. For others, basic needsinclude anutritiousdiet,
sdfe drinking water, suitable housing, energy, transportation, clothing, health care, child care, education,
savings for long term purchases and emergencies, and some discretionary income. Even among thosewho
agree with this more expansve definition, sgnificant differences reman as to whet levd of income is
required in order to meet these objectives.® |naddition, some have argued that the living wageisnot just
about wage levels, but also about other conditions of work. Often, alimit onthe number of hours of work
in aworkweek (usualy 48 hours) isincluded as part of the living wage proposals.

A number of groups are currently involved in promoting fair and decent wages, often with different
objectives, methods, and countries of gpplication. In Europe, the Council of Europe has set a*“decency
threshold,” 68 percent of average gross earnings, which the European Socia Charter defines as “the far
remunerationneeded to achieve adecent stlandard of living...taking account of economic, socid and cultura
needs.”® Inthe United Sates, theliving wage movement has concentrated on local-leve initiatives seeking
to raise wages for those providing services to city governments, while in the developing world, it has
focused on raising wagesfor unskilled workersin export-oriented businesses or multinational corporations.
Severd conferences and meetings have brought together mgor proponents of aliving wage in an atempt
to establish amore uniform definition and methodology aswell asto coordinate strategiesfor railsing wages
to living wage levels®

Although the nationd economic implications (unemployment, price stability, competitiveness, etc.) of
workers receiving a living wage may not be explicitly addressed in most living wage proposas, they
probably are implicitly incorporated into most. Generaly, the richer the country the higher the caculated
real living wage. The tendency for the estimated living wage to increase with the level of development
mirrors a amilar tendency for estimates of the absolute poverty level to increase with the levd of

2 For example, ILO Convention No. 131 requiresthat aminimum wage consider “the needs of workersand their
families.”

3 For example, in the United States, some of the city living wage campaigns have defined aliving wagein the

US$8-10 an hour range, while others have set one in the US$16-19 an hour range. See, for example, Robert Pollin and
Stephanie Luce, The Living Wage: Building a Fair Economy (New Y ork: The Free Press, 1998).

64 Cited in David N.F. Bell and Robert E. Wright, “The Impact of Minimum Wages on the Wages of the Low
Paid: Evidence from the Wage Boards and Councils,” The Economic Journal, Vol. 106, No. 436 (May 1996), p. 650.

% Recent examples in the United States include the Living Wage Working Summit held at the University of

Cdlifornia at Berkeley (July 17-19, 1998) and the Global Living Wage Workshop held at the Carter Center in Atlanta
(January 27, 1999).
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development.%® This tendency for the absolute poverty leve to increase with economic development is
referred to as theincome eadticity of the poverty line. Alfred Marshal commented over a century ago,
“every estimate of necessaries must be relative to a given place and time.”®”

Llewdlyn Smith even suggested that the public's perception of what congtitutes poverty is smply the
income level of unskilled labor at that place and point intime®® Henry Clay concluded, “The fact that all
the poverty lines seem to bear a close relation to the wage of unskilled |abor in the country in which they
are made makes one doubt the scientific vaue of the dietetic data on which

thelineis based.”®® Although these opinions deal more precisdy withthe concept of poverty, they would
appear to be even more congstent with the issues raised with regard to the living wage level sincetheliving
wage leve is generdly defined near the poverty level with perhgps some additional discretionary income.

Kilpatrick™ has calculated the budget costs from 1905 to 1960 of three different baskets of goods and
savicesin the United States, using Ornati’s™ definition of what a household would need in order to live
at one of three designated leves of wel-being—minimum subsistence, minimum adequacy, or minimum
comfort. The latter two levels represent sandards of living higher than minimum subsistence or poverty
and, therefore, are amilar in spirit to current living wage notions.  Kilpatrick found that the minimum
adequacy level rose by 0.88 percent in rea termsfor each 1.0 percent increasein red disposable income
per capita; the corresponding minimum comfort level increased by 0.998 percent. Inareview of relevant
literature, Gordon Fisher has found smilar (generdly between 0.6 and 1.0) income eadticities for the

% Theabsolutelevel of poverty isbased upon an estimate of the minimum consumption needs of ahousehold

(which change with the level of development) and is therefore quite similar to the living wage concept, although the
levels may differ; therelative poverty level isbased upon somerelationship to the national median or meanincomelevel
and would automatically increase with economic development. See Gordon Fisher, “Is There Such A Thing as a
Absolute Poverty Line Over Time? Evidence from the United States, Britain, Canada, and Australia on the Income
Elasticity of the Poverty Line,” Poverty Measurement Working Papers (Washington: U.S. Census Bureau, 1995).

67 Alfred Marshall, Princi ples of Economics (London: Macmillan Press, 1890), pp. 121-122.

68 Llewellyn Smith, “The New Survey of London Life and Labour,” Journal of the Royal Statistical Society,
Voal. 92 (1929).

o Henry Clay, “Discussionon Mr. Caradog Jones' sPaper ‘ The Social Survey of Merseyside’,” Journal of the
Royal Statistical Society, Vol. 94 (1931), pp. 256.

0 Robert W. Kil patrick, “ Thelncome Elasticity of the Poverty Line,” Review of Economics and Statistics, Val.
55, No. 3 (August 1973), pp. 327-332.

L Oscar Ornati, Poverty Amid Affluence (New Y ork: Twentieth Century Fund, 1966).
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poverty line using severd different approaches for the United States, Britain, Canada, and Augtrdia.> An
exceptionto this pattern isthe officid U.S. poverty line which has remained fixed in red terms sinceit was
established in the 1960s; Fisher concludes that this has happened for politica reasons (no Adminigtration
wants the poverty rate to go up during its tenure) and because the officid poverty levd is determined by
theoretical statisticiansinstead of workersin thefield.”® Thus, athough the living wage is often discussed
asaliving standard that meets some minimum absolute level of well-being, it is goparent that living wages
are culturaly defined and based upon and move in tandem with the generd living tandards of the society.

Measures

There are some general issues that must be addressed before more specific issues impinging on the
cdculation of aliving wage are consdered. First, the number of personsin ahousehold that work needs
to be determined as well as the number of children or other dependents. The number of workers per
household is very important since if there is only one wage earner, the wage would have to be more than
when there aretwo. For example, Ryan advocated awage that would alow aman to support awifeand
four or five children.” Mexico's Condtitution “guarantees’ aliving wage capable of supporting a family
with one wage earner.” In 1920, the (Austrdian) Roya Commission on the Basic Wage developed a
budget for abasic wage for afive-person family with onewage earner.”® The city of Boston'sliving wage
for suppliersof servicesto the city government isset at aleve that would allow onewage earner to support
afamily of four a the federd poverty line.”” The Council on Economic Priorities Accreditation Agency
(CEPAA) guiddlinesfor the Socia Accountability 8000 generdly assume two wage earnersin caculating
a living wage, while the Nationd Priorities Project (NPP) and Jobs With Justice (JWJ) living wage
eslimates assume one wage earner with afamily of four.

72 Gordon Fisher, “Is There Such A Thi ng as a Absolute Poverty Line Over Time? Evidence from the United
States, Britain, Canada, and Australia on the Income Elasticity of the Poverty Line,” Poverty Measurement Working
Papers (Washington: U.S. Census Bureau, 1995).

73 Gordon Fisher, “Is There Such A Thi ng as a Absolute Poverty Line Over Time? Evidence from the United
States, Britain, Canada, and Australia on the Income Elasticity of the Poverty Line,” Poverty Measurement Working
Papers (Washington: U.S. Census Bureau, 1995), pp. 34-38.

4 John Ryan, A Living Wage: Its Ethical and Economic Aspects (New Y ork: MacMillan, 1906, third printing
1912; reprinted edition, New Y ork: Arno and the New Y ork Times, 1971), p. 122.

> See above.

76 Gordon Fisher, “Is There Such A Thi ng as aAbsolute Poverty Line Over Time? Evidence from the United
States, Britain, Canada, and Australia on the Income Elasticity of the Poverty Line,” Poverty Measurement Working
Papers (Washington: U.S. Census Bureau, 1995), p. 32.

" Robert Kuttner, “Boston’s ‘Living Wage' Law Highlights New Grassroots Efforts to Fight Poverty,”
Electronic Policy Network (October, 1997).
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Second, thereistheissue whether someinternationaly recognized and cons stent standards should be used
to determine aliving wage. Sinceimplementing aliving wageininternationaly competitiveindustries could
ater competitiveness, it may be desirableto develop aliving wage level which raisesworkers income, but
does not dter the relative competitiveness of industriesin specific countries. Also, the observed problem
concerning the income eadticity of absolute poverty needs to be addressed. In addition, the quditative
approach to poverty—in which each community decides what poverty is based on their own
characteristics—suggests that such an attempt at standardization may not even be desirable.”™

There are two basic methodologies with numerous variations which have been used to cdculate a living
wage. Firgt, there are those that specify acommodity basket of goodsthat aperson or family would need
to consume in order to satisfy their basic needs. The cost of the basket is determined and the wage level
necessary to buy such abasket isthen caculated. This approach, which isrelated to the construction of
an absolute poverty threshold and appears to directly address the primary objectives of the living wage,
was used by proponents of aliving wage at the end of the nineteenth century. It has dso been generaly
adopted and accepted by consumer, human rights, religious, and labor organizations. The second method,
which is rdated to the congtruction of areative poverty threshold, attempts to impute a living wage from
nationd economic datidics. This method defines the living wage with reference to historica or cross-
sectiond nationa income, productivity, or average wage levels. Thisindirect gpproach iseasier and less
costly to conduct since it does not require the detailed data collection required of the market basket
approaches.”

1) Market Basket Approach

The market basket gpproach identifies the types and quantities of commodities that are required for a
person or household to attain a certain or desired standard of living. However, sgnificant disagreement
remains as to what types and quantities of commodities should be in the basket, especidly sncetheleve
of economic development varies across countries and over time. Once the basket is determined, apricing
survey is usudly undertaken to determine the monetary cost of the basket. Thisfigureisthen adjusted by
conddering average family sze and the number of wage earners. There are two methodologies used to
caculate the costs of the necessary items:. (@) pricing the whole basket of goods; and (b) pricing only the
food basket and then extrapolating the costs of the remaining items based on the cost of the food basket.

(@  Full Market Basket

Since the this method specifies the complete basket of required goods and determines their costs, the

& Soniya Carvalho and Howard White, “ Combining the Quantitative and Qualitative Approaches to Poverty
Measurement and Analysis,” World Bank Technical Paper No. 366 (Washington: World Bank, 1997).

" These approaches require significant data but most, if not all, of it isreadily available from existing sources.
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approach makes explicit what goods are needed in order to meet basic needs® A disadvantage of the
approachisthat it requiresasignificant amount of price datato be collected. For someitemssuch ashedlth
care, monthly or even yearly expenses could vary widely and therefore statistical procedures may haveto
be used to estimate their costsin the basket. Although, the approach could be implemented in any country,
the basket of goods required to meet basic needs will vary by time and location as food consumption
patterns, housing needs, family s ze, education requirements, and public health vary acrosscountriesor even
across subregions within a country. There is no scientific method to ensure that living wages would be
comparable from region to region where the baskets varied, Snceit is widdy accepted by the economics
profession that interpersona comparisons of well-being (utility) cannot be made.

Although the types and quantities of food items that are included in a market basket vary, there appears
to be some genera agreement that the basket should at |east assure aminimum required caorieintake and
be based on a diet of the mogt affordable loca foods. The typicd level of cdories varies from around
2,250 to 3,000 per person per day;®! this level provides more energy than is necessary for biological
aurvival and alows the worker to carry out normal work and life activities. As a practical matter, the
cdorie requirement will vary with a person’s weight, Sate of hedth, and level of activity. In addition, a
nutritious diet ismorethan just caories, asit should include the correct proportionsof thefood types (fruits,
vegetables, etc.).

Recent examples of the full market basket gpproach include: 21997 study by Dartmouth College’'sAmos
Tuck School of Businessof theliving wagein Indonesiaand Vietnam; # a 1998 living wage study by Global
Exchange of Indonesia;® and a1990 report by Arthur D. Littlewhich determined required wage levelsfor
compliance with the Statement of Principles for South Africa (a voluntary business code of conduct for
firms then operating in South Africa) 3

A vaidion of the full market basket approach, referred to as the Purchasing Power Index (PPI) method,

8 Thiswas the method used by some of the early writers to estimate a living wage, including John Ryan in
1906; see John Ryan, A Living Wage: ItsEthical and Economic Aspects(New Y ork: MacMillan, 1906, third printing 1912;
reprinted edition, New Y ork: Arno and the New Y ork Times, 1971). Many of these writers simply gave dollar amounts
for the various items and did not specify exact physical quantities.

8 Thisis represents the current range of estimates; beginning in 1920, the basis for BL S family budgets was
3,500 calories for aman and less for hiswife and each child.

82 Derek Calzini, Jake Odden, Jean Tsai, Shawna Huffman, and Steve Tran, Survey of Vietnamese and
I ndonesian Domestic ExpenditureLevels: Nike, Inc.,” Dartmouth College, Amos Tuck Business School, November 1997.

8 Global Exchange, Wages and Living Expenses for Nike Workers in Indonesia, 1998; web site:
<http://www.globalexchange.org>.

84 Arthur D. Little, Inc., Fourteenth Report on the Signatory Companies to the Statement of Principles for
South Africa (Cambridge, MA: Industry Support Unit of Arthur Little, 1990).
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estimates the minutes of work time required & the prevailing wage or the minimum wage to purchase a
basket of goods and services and uses these estimatesto determine aliving wage. Ruth Rosenbaum at the
Center for Reflection, Education and Action has used this method in her living wage studies of Mexico,
Haiti, and Indonesia® The work time conversion provides information that allows comparison between
countries with different currencieswithout the distortions created by conversion into dollars® or historical
comparisons independent of nomind dollar evauations.

The Living Wage Working Summit a Berkeley®” has proposed aformulato estimate the living wage for
afamily: take homeliving wage (LW) should be equd to the cost of abasic needs basket for an individua
(BN) multiplied by average family size (FS), adjusted for the number of adult wage earners (W), plus
housing and energy codts (H), adjusted for the number of adult wage earners (W), plus an additiona 10
percent for savings, i.e, LW = 1.10 x [(BNXFS)+H]/W.

The Nationa Priorities Project (and Jobs for Jugtice) estimates living wages in the United States using a
modified full market basket of goodsapproach. Expenditure estimates are obtained from different sources
for severd broad categories of expenditures. (1) the food expenditure is based on caculations from the
U.S. Department of Agriculture; (2) the housing expenditure uses the 40" percentile of rents as reported
in the U.S. Department of Housing and Urban Development’s Fair Market Rent Survey; (3) the cost of
day care comes from an estimate provided by the Children’s Defense Fund; and (4) transportation,
clothing, and persona expenses are derived from the Bureau of Labor Statistics Consumer Expenditure
Survey asto what istypica of lower income households.

The organization Wider Opportunities for Women (WOW) caculates what afamily must earnin order to
meet their basic needs (housing, child care, food, transportation, health care, miscellaneous expenses, and
taxes). It uses a market basket approach, pricing each component individualy, with data reported to
federa and state agencies. The caculation assumes that adults work full-time and takes into account the
cost of employment (child care, transportation, and taxes) aswell asvariationsin the Sze and composition
of thefamily and itsgeographiclocation. Estimatesof “sdf-sufficiency” aredeveloped for numerousfamily

8 seg, for example, Center for Reflection, Education and Action (CREA), In Whose Interest: Using the

Purchasing Power Index to Analyze Plans, Programs and Policies of Industrialization and Development in Haiti
(Hartford, CT: CREA, February 1996). Asan illustration, Rosenbaum estimates that, in 1996, the “ cost” of 1 kilo of rice
foraworker employed at thelegal minimum wagewas 98 minutesof work in Jakarta, Indonesia; 35 minutesin Matamoros,
Mexico; and 106 minutes in Port-au-Prince, Haiti. Ruth Rosenbaum and David Schilling, Letter to Stephanie Swirsky,
Deputy Director, Public Liaison, U.S. Department of Labor (June 24, 1999), p. 2

8 Although using dollar exchange rates allows one to make comparisons in a common currency itisnot clear
if it isameaningful comparison due to distortions in exchange rates such as the Bal assa- Samuel son purchasing power

parity bias (whereby market exchange rates systematically undervalue income and pricesin less devel oped nations).

8 Results of the Berkeley summit were obtained from the Sweatshop Watch web page:
<http://www.sweatshopwatch.org>.
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types and are specific to a geographic area®

The U.S. Bureau of Labor Statistics (BLS) used the full market basket approach to calculate budgets for
workers familieswhich it published in 1919-1920 and from 1948 through 1982; the budget published in
the late 1940s was termed “ moderate but adequate.”®® Their methodology for determining theitemsin the
basket changed through the years. Initidly, the items included in the budget were specified according to
the“judgement” of theresearcher conducting the tudy, smilar to the manner inwhich many market baskets
in use today are determined. However, beginning in 1946, information from the BLS's Survey of
Consumer Expenditure was used to determine the market basket. For the food and housing portions of
the budget, datafrom actua consumer budget expenditureswere used to determinetheleve of expenditure
consumers actually purchased. The nutritional standard for food was based on the 1945 alowances
recommended by the National Research Council, but the sal ection of specific foodsto meet these standards
was madefromal1941 BL Sexpenditure survey. Inalike manner, specificationsfor hedthful housng were
formulated by the American Public Hedlth Association. Thusexpertstill used their judgement to determine
what was necessary, but the expenditure level required to attain that level was derived from expenditure
surveys ingead of amply specifying the basket and then pricing it. The remainder of the budget level was
set at the income level where families spent dl their income (savings were viewed as income being more
than what was necessary while dissaving was viewed as unacceptable). This method of determining the
other components of the basket was modified dightly in the 1960s when quantities of items were
determined by looking a the point where the expenditure-income eladticity of each item reached its
maximum. The BLS budgets specified afull market basket of goods required to attain an “adequate but
moderate’ living standard, but the basket of goods was derived largely from expenditure surveys instead
of being proposed by experts. A review of BLS methods in 1980 recommended that the full basket of
goods methodology be replaced by a relative income measure, where an * adequate family budget” was
defined as the median expenditure leve for atwo-parent family of four.

(b) Extrapolated Food Basket

A variant of the market basket gpproach ca culates the costs of afood basket in a manner amilar to the
full market basket approach,® and then extrapolates to determine the required level of expenditure of al

8 See, for example, DianaPearce and Jennifer Brookswith LauraHenze Russell, The Self-Sufficiency Sandard
for Massachusetts: Selected Family Types (Washington: Wider Opportunities for Women, September 1998).

89 See the discussion of the BLS budgetsin Appendix B of thisreport.
9 There are no methodological differences in general principles between the full market basket and the

extrapol ated basket approacheswith regard to how thefood basket should be determined. In practice, thereisnogeneral
agreement, however, asto what specifically should bein the food basket.
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other goods.®* Generdly, it is assumed that workers at the living wage level of income spend the same
percentage of their income on food as the average person in their nation. For example, if the average
consumer spends 25 percent of his’her income on food, then the living wage would be 4-times the cost of
purchasing a basket of necessary food items. This approach requires fewer data e ements since the costs
necessary to buy the non-food items—which are generally more difficult to quantify—areimputed fromthe
cost of the food basket. However, the legitimacy of the extrapolation can be questioned since it would be
expected that |ess affluent households would spend a higher percentage of their income on food.®

The Council on Economic Priorities has used a variant of the extrapolated food basket approach in their
Socia Accountability (SA) 8000 standard.®* The SA 8000 states that the basic food basket for an
adequate diet should provide a least 2,100 cdories per day for an individud. Their basic needs formula
firg estimatesthe cost of abasic food basket for one person (BF), based on poverty line datafor acountry
or statisticsgenerated by loca governments, United Nationsagencies, or internationd financia indtitutions.®*
Next, the percentage of household income spent on food is determined, using income and expenditure
gatistics from the ILO or other UN agencies. The reciprocd of thisratio yields a multiplier which, when
applied to the cost of the basic food basket, gives an estimate of what the average household needs to
spend per person. Thisisthen multiplied by the number of household members, adjusted for the number
of thase contributing to the househol d’ sincome (usudly household sizedivided by 2). Findly, anadditiond
10 percent is added for discretionary income. Thus the formulaiis basic needs = (cost of basic food
basket) x (1/percent of average household income spent on food) x (household size/number of wage
earners) x 1.10.

The extrapolated food basket approach was used by Mallie Orshansky of the U.S. Socid Security
Adminigrationin the 1960s to develop what later became the officid poverty line for the United States.
She had officid figures from the U.S. Department of Agriculture for the cost of aminimum adequete diet.
She a0 had data that the average family spent about one-third of its after-tax money income on food in
1955. Thus, the poverty line was defined as three times the cost of the food basket. Since that time, the

% This approach was used to estimate living wages as early asthat of Louise More in 1907. She appearsto
have adopted the approach from Richard Mayo-Smith, Science of Satistics: Part II: Satistics and Economics (New
York: Macmillan, 1899).

9 This isawell established empirical relationship of consumer expenditurestudiesand isreferredto asEngel’ s
Law.

9 Council on Economic Priorities Accreditation Agency (CEPAA), Guidance Document for Social
ACCOUNTABILITY 8000 (New York: CEPAA, 1998) and web site: <http://www.cepaa.org>.

94Theguidel inescall for verification that food pricesreflect the current market situation and that subsidesand
inflation effects have been taken into account.
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poverty line has been adjusted annudly for inflation.®® Many of the municipd living wage proposas for
U.S. cities set awage that would allow aworker to support afamily at or above the officia U.S. poverty
line. Therefore, these living wage initiatives are based on an extrapolated food basket methodology .

2) Imputed from Nationa Economic Statistics

An dternative method to determining a living wage is based on nationad economic datistics. Severd
methods have been suggested: (1) unit cost method; (2) inter-country historical wage comparisons; and
(3) relative income measures.

€) Unit Cost Method

The unit cost method® determines the wage level that would eguate unit labor costs a nation with that in
the United States, taking account of differencesin productivity between countries. Thus, if productivity in
anation were one-hdf of that in the United States, the ca culated wage which would equdize wage costs
would be one-hdf of theU.S. wage. Rothstein suggeststhat thiswage could befurther adjusted downward
to provide concessons for countries at different levels of development; in some cases, these proposed
adjusmentsare quitelarge (e.g., for Bangladesh, the equalizing wage would be adjusted downward by 80
percent). The adjustment factor appears to be arbitrarily determined and not based on a nations

comparative advantage or opportunity costs. Further, the method itself does not ensure that a wage so
determined is sufficient to achieve the basic needs of workers since their income needs are not taken into
consdered in the caculation.

(b)  Historical Comparison Method

A second method proposed by Rothstein® attemptsto determinewhat devel oping countries wagesshould
be by comparing them to the minimum wages of more advanced countrieswhen they werea smilar sages
of economic development. Rothstein usesthis method to compare historical minimum wagesin the United
States to those currently in Chile, Dominican Republic and Mexico; he found that U.S. minimum wages
were three or four times higher than those currently in Chile or Mexico. The Trade Partnership also used
this method and determined that workers in Bangladesh, China, the Dominican Republic, El Salvador,
Honduras, Guatemaa, India, Pakistan, Thailand, and Turkey were being paid “living wages’ that are

9 Gordon Fisher, “Is There Such A Thi ng as a Absolute Poverty Line Over Time? Evidence from the United

States, Britain, Canada, and Australia on the Income Elasticity of the Poverty Line,” Poverty Measurement Working
Papers (Washington: U.S. Census Bureau, 1995).

96 Richard Rothstein, Developing Reasonable Standards for Judging whether Minimum Wage Levels in
Devel oping Nations Are Acceptabl e (Washington: Economic Policy Institute, 1996).

9 Richard Rothstein, Devel oping Reasonable Standards for Judging whether Minimum Wage Levels in
Devel oping Nations Are Acceptabl e (Washington: Economic Policy Institute, 1996).
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appropriateto their country’ sleve of development, sincethey were being paid wagessimilar to U.S. wage
rates when the United States had the same per capitaincome.*

This method, like the unit costs method, does not ensure that a wage so determined would necessarily be
sufficient to achieve basic needs snce U.S. minimum wages may not have been sufficient & earlier times,
inflationand exchange rate adjustments are likely to have introduced significant distortions over the period
of comparison, and the change in the definition and concept of basic needs through time.

(© Relative Income Methods

Some nations, especially the more devel oped ones, usere ativeincome measuresto set their minimumwage
levels or to define their poverty levels. For example, Isragl defines its minimum wage as 47.5 percent of
the gross monthly wage and the poverty line is defined as 50 percent of median net income (adjusted for
family 5z6).*® Peter Townsend first proposed thismethod in 1962.2° Another early advocate was Victor
Fuchs who wrote “attempts to define poverty in absolute terms are doomed to failure because they run
contrary to man’ snature asasocia animal."™*** However, the percentage set is arbitrary and these relaive
definitions do not consider the ability of households to purchase a market basket consstent with some
specified standard of living and, hence, do not necessarily guarantee that basic needswill bemet. Assuch,
this method has not been adopted by those making living wage calcultions. If theorigina percentagewere
determined based on amarket basket approach, then this method could possibly be used asa smple way
to estimate yearly updates in a manner smilar to the way market baskets are often updated using an
inflation adjustment instead of a complete recaculation of the cogts of the market basket.

In 1980, a committee of experts recommended that the BLS Family Budget Program adopt a rlative
income method in place of its established methodol ogy of using full market baskets® The committee had
determined that median family income for atwo-parent family of four was generdly equivdent to theliving
standard that had been estimated using the full market basket approach. BLS never implemented the
change in methodology asthe entire Family Budget Program was eliminated dueto budget cutsin the early
1980s.

% The Trade Partnership, International Child Labor: Options for Action, (Washington: National Retail
Federation and National Retail Institute, December 1997).

% For more details, see information on Isragl in Part 11.
100 peter Townsend, “ The Meani ng of Poverty,” British Journal of Sociology, Vol. 13, No. 3 (1962).

101 victor Fuchs, “ Towards aTheory of Poverty,” in Task Force on Economic Growth and Opportunity, The
Concept of Poverty (Washington: U.S. Chamber of Commerce, 1965).

192 arold W. Watts, * Specia Panel SuggestsChangesin BL SFamily Budget Program,” Monthly Labor Review
(December 1980), pp. 3-10.
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Summary of Available Information on Wages, Benefits, Poverty Line, and Meeting Workers
Needsfor Selected Countries

Minimum Wage

Of the 36 countries or entitiesexamined, only 5 (Hong Kong, Macau, Maaysa, Singapore, and the United
Arab Emiraes) do not have a minimum wage. Cambodia is the only country which has established a
minimum wage solely for workers in the apparel industry.

For countrieswhich have aminimum wage, the minimum wage fixing sysem differs according to objectives
and criteria, machinery and procedures, coverage, and subsequent adjustment aswell asthe operation and
enforcement of rulesestablished. In many of the countries examined, minimum wages are st by atripartite
committee or commission comprised of representatives from workers, employers, and the government,
whilein othersthey set by executive decree or legidative actions. The scope of application of minimum
wage laws may be genera and gpplicable nationwide (eg., in the United States, Spain, Brazil, and the
United Kingdom), or vary by region or jurisdiction of the country (e.g., in Mexico, Canada, Philippines,
and Indonesid), by industry (e.g., in Bangladesh and Cambodia), by skill level or occupation (eg.,
Bangladesh and Cogta Rica), or a combination of these factors. In some cases, minimum wages are set
through industry-wide collective bargaining agreements (e.g., in Italy). While the intent of most minimum
wage legidation is to protect low wage workers and to provide a generd wage floor for employment of
workers, there may be groups of workers, professons, occupations, or certain activities which are
excluded. Exclusons are often based on the type and size of the enterprise (eg., in the Dominican
Republic, Bangladesh, and India), while reduced minimum wage rates may apply to certain workers such
as youth (e.g., youth 18-21 in the United Kingdom) or trainees (e.g., in Bangladesh, El Salvador, and
Thailand). Frequent or substantia increases in the rate of inflation tend to be the primary reason for
countries making upward adjusments in the minimum wage (e.g., Mexico).

All of the countries or entities examined—except Hong K ong—have established limitations on the number
of hours in a standard workweek, which range from 40 to 58 hours per week. Provisons in nationa
legidation usudly provide for higher rates of pay (overtime rates of pay) for the hours worked above the
number in a standard workweek. In at least one case (United Kingdom), there is an absolute limitation
(induding overtime) placed on the number of hoursof work permitted in aworkweek; some countriesplace
certain limitations on the amount of overtime permitted over a pecified time period, while others have no
legd limitations on overtime (eg., Philippines).

Table I-1 providesasummary of thetype of minimum wagefixing mechanism, the current rate gpplied, and
the number of hours in a sandard workweek in the countries examined in this study.

Prevaling or Average Wage

The extent and qudity of available information on prevailing or average wages in the manufacturing sector
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and in the footwear and apparel industries varies widdly across the 36 countries consdered. Average
(hourly, daily, weekly, or monthly) earnings data for workers in al manufacturing are not available for 4
countries (Cambodia, Honduras, Indonesia, and the United Arab Emirates); Smilar earnings data are not
avalable for workersinthe appard industry in 4 countries (the Dominican Republic, Nicaragua, Sri Lanka,
and the United Arab Emirates) nor are they available for workersin the footwear industry in 12 countries
(Brazl, Cambodia, the Dominican Republic, El Savador, Guatemaa, Honduras, Jamaica, Nicaragua,
Pekistan, Singapore, Sri Lanka, and the United Arab Emirates). For those countries where average
earnings data are avail able, coverage may vary by area(e.g., cover only alimited geographical area) or by
indugtrid classfication (e.g., include additiond products such asother leather products[footwear] or textile
products [gpparel]). Some earnings measures reflect arate of pay, only pay for time worked (straight-
time), or may include (or exclude) some payments or bonuses for time not worked or other in-kind
payments.

A summary of the latest available prevailing or average wage information for the manufacturing sector and
in the footwear and appard industries for the countries under consideration is providedin Tablel-2. The
reader is cautioned against making cross-country comparisons of the wage information due to differences
in definition, period, and coverage. Evenwithin acountry, comparisons of earnings data between different
sectors may suffer from smilar problems (e.g., some given in hourly or daily rates while others are given
in monthly or annud rate).

Despitetheselimitationssomegenera observationsarepossible. For countrieswhereprevailing or average
wage data are available, average earnings in both the footwear and appard industries, for the most part,
tend to be lower than in dl manufacturing but higher than the minimum wage level (except for Cambodia,
Peru, and the Philippines were the minimum wage appearsto be closeto the prevailing wage in the gpparel
industry); average earnings tend to be dightly higher in footwear than in gppard.

Foreign contract workers comprisethe bulk of workersin the footwear and apparel industriesin the United
Arab Emirates and the Commonwedlth of the Northern Mariana Idands (a U.S. territory) and receive
wages a rates gpecified in their work contracts which are usually below the prevailing wage rates for
natives in other sectors of the economy.

Non-Wage Bendfits

When certain employer-provided non-wage benefits are required by government, they generaly apply to
al private sector workersin industry or manufacturing rather than just to workersin thefootwear or apparel
industry. Inmost countries considered inthisstudy, employers’ paymentsto their employeesfor non-wage
benefits account for a substantial portion of average compensation costs (e.g., over 50 percent in Costa
Ricaand Guatemaa). Most countries provide for a certain number of paid legd public holidays, while
provisons for paid vacation or Sck |eave gppear to be more discretionary. A common non-wage benefit
isthe contribution to acompulsory (or in someinstances, contractua or private) socia security or insurance
scheme (e.g., pension or savings plan, casudty and lifeinsurance, hedth and maternity care, and severance
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pay or unemployment insurance) established for the employee in which the employer (and, in many cases,
to alesser extent, the employee and the government) are required to contribute. Other non-wage benefits
are usudly discretionary and vary from country to country with the most common examples being the
provison of employee training and education programs and certain plant facilities and services (eg.,
cafeteria, medicd dlinic, day care center, recrestiond facilities, trangportation, or housing). Production and
attendance bonuses are dso common in the apparel industry. In some countries (especidly in Latin
America), year-end Christmas bonuses (up to one-month’s pay) are common.

Required employer contributions to socid insurance schemes are usudly clearly defined as a percentage
of payrall, but represent deferred paymentsto theworker. 1n contrast, vacation and holiday pay and bonus
payments directly augment a worker’s current income. For other benefits (such as provison of plant
fadlities and services), it is more difficult to evauate how these affect a worker's income.  In many
countries, contribution evasion may be widespread or low-wage workers may be excluded from socid
insurance schemes due to minimum firm size,

In some countries examined, the government provides family allowances or other direct welfare payments
or subsidiesto low income families. Income tax income thresholds are usudly set high enough to exempt
many low-wage workers. The extent to which a government participates in socid security or insurance
schemes or provides assistance laidoff workers varies widdly from country to country.

Poverty Line

Most poverty measures whichare avalablefor individua countriesare either (1) officia or other estimates
of absolute poverty thresholds, usualy based on the cost of some specified set of basic needs and
expressed as an income, consumption, or expenditure threshold in nationd currency terms or as the
percentage of the population below the threshold; or (2) poverty measures for a country which are
produced by the World Bank or UNDP and estimate the percentage of the population with income below
USS$1 or US$2 per person per day, in terms of 1985 purchasing power parity adjusted US$. Israel and
Italy are the only countries examined that have officidly adopted a relative poverty measure (50 percent
of median net income). In generd, since poverty estimates usudly require collection of information on
income, consumer expenditures, and prices, estimates are often made less frequently (every three to five
years) than for earnings estimates (monthly or annualy). Rapidly unfolding economic events with both
national and international consequences (such as the recent Asian financid criss) may not be reflected in
these less timely measures.

For variousreasons, 14 of the 36 countries examined have not established an officid nationd poverty line.
Some type of poverty estimate—officid or unofficid—is available for each of the countries consdered
except for Macau, Singapore, and the United Arab Emirates. Estimates of anationa poverty line (absolute
level) were not available for the Dominican Republic (though the percentage of the population below the
line is) or for Canada, Spain, or the United Kingdom (though international poverty measures are).
I nternationd poverty measures (in purchasing power parity adjusted US$) are not availablefor 8 countries

[-40



(Cambodia, El Sdlvador, Hong Kong, Israel, Mauritius, South Korea, Taiwan, and Turkey).

Nation-specific poverty lines, often with separate urban and rura measures, areuseful for individua country
andyss, but cannot be compared with those from other countriessincethe basisfor establishing the poverty
line usualy differs across countries. In some cases, it is not clear to what extent, if at al, government
transfer payments, employer provided non-wage benefits, and other sources of income have been taken
into account in establishing the nationa poverty line. In generd, countries with a higher leve of
development (and price structure) will usudly have higher poverty thresholds that reflect a wider mix,
choice, and availability of goods and services. Estimates based on international poverty lines, which are
adjusted for purchasing power parity, are comparable over space and time, but do not necessarily reflect
the same degree of need across countries since interpersonal welfare comparisons are not possible.
Avallable nationd poverty lines (poverty thresholdsin nationd currency) aresummarizedin Tablel-3, the
percentage of the population below the nationd and internationd poverty linesaresummarizedin Tablel-4,
and comparisons of internationa poverty measures are made in Table I-5.

Mesting Workers' Needs

For the countries considered, there gppears to be little conclusive evidence on the extent to which wages
and non-wage benefitsin the footwear and apparel meet workers basic needs. Ashasbeen noted above,
the prevailing or average wage in the manufacturing sector aswell asin the footwear and gpparel industries
generdly tends to be greater than the minimum wage (if one has been set). Many countries take into
consideration the poverty threshold (if one has been established), among other things, in setting and
adjudting the minimum wage. While in many cases the minimum wage is supposed in theory to meet a
worker’s basic needs, the levd a which it is actudly set usudly represents a politica compromise or a
balance between meeting those needs and economic conditions and the employer’s ability to pay. In
ng the adequacy of wages, decisons must be made on whether one wage earner should be ableto
support (meet the basic needs of ) his’her family (support for how many dependents); how much isenough
(poverty measures usudly tell us how much istoo little); whether income from other sources (investments,
savings, or in-kind or non-cash payments) should be included in determining disposable income; and
whether one's position in the life-cycle should be considered. As with the construction of poverty
measures, opinions vary widely on these questions, especidly with regard to the trestment and vauation
of hedlth care and insurance, housing, and child care expenses.

Only one country (the Philippines) consdered here has established a commission to examine the issue of
aliving wage. In the United States, the Census Bureau has published dternative poverty measures, and
the federa government isreexaminingitsofficid poverty definition which hasbeenin usefor over 30 years,
with annud adjustments only for inflation. Severd private sector groups have congtructed estimates of a
livingwage for workersin afew countries (e.g., the United States and Indonesia), but such studies are not
generdly available for most other countries.

Table 1-6 presents available information on the nationa poverty line, the minimum wage, and the prevailing
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or average wagein thefootwear and gpparel industriesfor the countriesexamined. To the extent possible,
adjustments have been made to make the seriestemporally comparable (i.e., on aper day or month basis,
but not necessarily for the same year), but even comparisons of these measures for a country should be
viewed with extreme caution and as only indicative of orders of relative magnitude rether than in terms of
precise differences. Again, cross-country comparisons are not meaningful due to differencesin definition,
scope, and coverage. For severd countries where data are available, the minimum wage (and in afew
more countries, the prevailing wage in the footwear or gopard industries) may yield an income above the
nationd poverty threshold for an individua (and perhaps one dependent, but not for afamily of 4 or 5with

one wage-earner). The answer asto whether thiswageisa“living wage’ islikely to lie in the eye of the
beholder.
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Tablel-1. Minimum Wage Setting and the Number of Hoursin a Standard Workweek in Selected Countries

Countrieswith a National

s n standard workiveek)

Countrieswith a Minimum Wage set by industry,

Countrieswith No Minimum Wage

Workweek: 42 hrs/wk

Workweek: 40-48 hrs/wk

Minimum Wage occupation, skill level, or geographic area
Brazil Bangladesh—Dby industry, occupation, and skill level Hong Kong—except for foreign domestic workers
R$136/mo (US$81/mo) Tk600-3,500/mo (US$12.35-76.00/mo) HK$3,860/mo (US$500/mo)
Workweek: 44 hrs/wk Workweek: 48 hrs'wk Workweek: none
Cambodia—for :fj) arel sector only Macau
C$7 881 3/day (US$5 07/day) CR152,000/mo (! g$40/mo) none
Workweek: Workweek: 48 hrs/wk Workweek: 48 hrs/wk
Egypt Canada—by province or territory Malaysia
£E116/mo (US$34/mo) C$5.00-7.15/hr (US$3.35-4.80/hr) none

Workweek: 48 hrs/wk

Israel

45 percent of the national average gross monthly wage;
NIS2,560/mo in 1998 (US$675/mo)

Workweek: 47 hrs'wk

China—by province, autonomous region, or municipality
¥100-320/mo (US$12-39/mo)
Workweek: 40 hrs/wk

Singapore
none
Workweek: 44 hrs/wk

Peru
S/.345/mo (US$100/mo)
Workweek: 48 hrs/wk

Costa Rica—by occupation
C73,258/mo [industry] (US$266/mo)
Workweek: 40 hrsiwk

United Arab Emirates
none
Workweek: 48 hrs/wk

Workweek: 40 hrs'wk

South Korea Dominican Republic—by size and type of industrial activity

W1,525/hr (USBl 27/hr) RD$1,932/mo [free trade zones] (US$120.75/mo)
Workweek: 44 hrsh Workweek: 44 hrsiwk

Spain El Salvador—by geographic area and industrial activity

Ptas2,309/day (US$15.92/day) C42/day [industry] (US$4.81/day)

Workweek: 44 hrs/wk

NT$15 840/mo (US$476/mo)
Workweek: 48 hrs/wk

Guatemala—by industrial sector
Q21.68/day [|ndustry] (US$3.16/day)
Workweek: hrs/wi

Turkey
TL93.60 mil/mo (USBZ91/m0)
Workweek: 45 hrs/wk

Honduras—by geographic area and industrial sector
L46.80/day [|ndustry] (US$3.34/day)
Workweek: 44 hrs/wk

United Kingdom
£2.72/hr (US$4.39/hr)
Workweek: 48 hrs/wk*

India—by state by industry and skill level
Rs9.25-80.35/day (US$0.24-2.09/day)
Workweek: 48 hrs/wk

United Statw—also by state
National: US$5.15/|

States: none-US3$6. 50/hr
Workweek: 40 hrs/wk

Indonesia—b raphic region
Rp130,000- 29\/0900(9% (US%%S 12-33.72/mo)
Workweek: 40 hrs/wk

Italy— by sectoral collective bargaining
Lit1,615,000-2,458,000/mo (US$949.44-1,445.03/mo)
Workweek: 40 hrs/wk

Jamaica—Dby skill or occupation
J$20/hr [general workers] (US$0.55/hr)
Workweek: 40 hrs/wk

Mauritius—by industrial sector
MRs348.36/wk [export processing zones] (US$13.90/wk)
Workweek: 45 hrs/wk

Mexico—by geographic area and occupation
M$29.70-34. 45/d &US$3 .02-3.24/day)
Workweek: 48 hrs/wi

Nicaragua—by industrial sector
C$600/mo [industry] (US$52/mo)
Workweek: 48 hrs/wk

Pakistan—for unskllled workers only
PRs1,950/mo (US$38/mo)
Workweek: 54 hrshwk

Philippines—by geographic region
P198/day [Metro M anl la] (US$5/day)
Workweek: 48 hrs/wi

Sri Lanka—by industrial sector and skill level

Garments: SLRs2000-2575/mo
(US$29.00-37.30/mo)

Footwear: SL Rs1500-2050/mo
(US$21.70-29.70/mo)

Workweek: 45 hrs/wk

Thailand—by geographic region
B139- 162/da\4/8(}§JS$3.58-4. 18/day)
Workweek: rs/wk

ote: Hours of work in a standard workweek are paid at the norm
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Tablel-2. Prevailing or Average Wagesin the Manufacturing Sector and in the Footwear and Apparel Industriesin
Selected Countries, Latest Available Y ear

. . . S
Country Year All Manufacturing Apparel Footwear
Bangladesh 1992 Tk23.00-59.87/day Tk32.41-36.3.8/day Tk147.54/day (skilled only)

(US$0.59-1.54/day) (US$0.83-0.93/day) (US$4.65/day)
1996-97 Tk69-81/day
(US$1.42-1.67)
Brazil 1994 R$793 mil/mo R$373 /mo (inc footwear)
(US$1,241/mo) (US$81/mo)
1999 R$300-500/mo
(US$160-270/mo)
Cambodia 1999 CR152,000-266,000/mo
(US$40-70/mo)
Canada 1997 C$16.9/hr C$10.6/hr C$11.3/hr
(US$12.17/hr) (US$7.63) (Us$8.16/hr)
1998 C$9.92/hr; C$10.08/hr, inc OT
(Nov) (US$6.65/hr; US$6.75/hr)
China 1997 ¥494.42/mo ¥647.0/mo (females only) ¥388.5-533.9/mo
(US$145.93/mo) (US$190.97/mo) (US$114.67-157.59/mo)
Colombia 1995 C$326,421/mo C$176,961/mo C$197,182/mo
(US$358/mo) (US$194/mo) (US$216/mo)
CostaRica 1997 C75,672/mo C61,055/mo C69,600/mo
(US$325/mo) (US$262/mo) (US$299/mo)
1999 C85,258/mo
(US$310/mo)
Dominican Republic 1997 RD$21.6/hr
(US$1.51/hr)
Egypt 1995 £E84/wk £E45/wk £E54/wk
(US$16.67/wk) (US$8.93/wk) (US$10.72/wk
1999 £E4,476/yr (inc footwear)
(US$1,312/yr)
El Salvador 1996 C7.50/hr C7.33-7.72/day (inc footwear)
(US$0.86) (US$0.84-0.88/day)
1997 C1,600/mo
(US$183/mo)
Guatemala 1997 Q1,430/mo
(US$236/mo)
1999 Q35/day (maquilas)
(Uss$6.11/day)
Honduras 1999 Two to three times the minimum wage
(maquilas)
Hong Kong 1998 HK$336.0/day HK$250.5/day HK$191.9/day [1992]
(US$43.38/day) (US$32.34/day) (US$24.79/day)
India 1995 Rs1,211.0/mo Rs1,196.4/mo (inc footwear)
(US3$37/mo) (US$37/mo)
1999 Rs35-150/day Rs30-110/day
(US$0.83-3.55/day) (US$0.71-2.60/day)
Indonesia 1999 RP130,000-290,000/mo 25 percent higher than the minimum wage
(US$15.12-33.72/mo)
[the minimum wage]
Israel 1997 NIS6,733/mo NI1S20.0/hr NIS23.0/hr
(US$1,952/mo) (US$5.80/hr) (US$6.67/hr)
1998 NIS4,313/mo NIS3,976/mo
(US$1,135/mo) (US$1,046/mo)




Italy 1997 Lit28,528/hr [total compensation] Lit20,169/hr [1996 total comp]] Lit21,531/hr [1996 total comp]
(US$16.75/hr) (US$13.07/h (US$13.95/hr)
1998 Lit26,662,000/yr Lit26,766,000/yr
(US$15,358.29/yr) (US$15,418.20/yr)
Country Year All Manufacturing Apparel Footwear
Jamaica 1992 J$895/wk
(US$39/wk)
1999 US$1,800-5,000/yr
Macau 1997 P3,323/mo P4,465/mo P3,601/mo
(US$416/mo) (US$559/mo) (US$451/mo)
1998 P4,096/mo P3,252/mo
(US$529/mo) (US$420/mo)
Malaysia 1995 RM1,002/mo RM742/mo RM807/mo
(US$400/mo) (US$296/mo) (US$322/mo)
Mauritius 1997 MRs148.74/day MRs132.00/day MRs137.92/day
(US$7.23/day) (US$6.42/day) (US$6.71/day)
1998 MRs6,403/mo MRs6,452/mo MRs9,210/mo
(US$256/mo) (US$258/mo) (US$368/mo)
Mexico 1997 M$12.10/hr M$6.40/hr [1996] M$7.85/hr [1996]
(US$1.53/hr) (US$0.84/hr) (US$1.03/hr)
1998 US$358.47-2,537.88/mo US$976.29-3,828.90/mo
Nicaragua 1997 C$2,724/mo
(Us$288/mo)
Pakistan 1994 PRs1,956/mo PRsl, 932/mo (inc footwear)
(US$64/mo) (US$63/mo)
Peru 1997 S/.24.45/day S/.15.13/day S/.16.09/day
(US$9.18/day) (US$5.68/day) (US$6.04/day)
1999 S/.345/mo [the minimum wage] S/.345/mo [the minimum wage]
(US$100/mo) (US$100/mo)
Philippines 1995 P6,654/mo P4,692/mo P3,505/mo
(US$259/mo) (US$182/mo) (US$136/mo)
1999 P198/day [Metro Manila] P198/day [Metro Manila]
(US$5/day) [the minimum wage] (US$5/day) [the minimum wage]
Singapore 1997 S$2,486.7/mo S$1,477.3/mo (inc footwear)
(US$1,675/mo) US$995/mo
South Korea 1997 W1,326.2/mo W892,400/mo W952,900/mo
(US$1,394.1/mo) (US$938.1/mo) (US$1,001.7/mo)
1999 W872,349/mo W1,118,027/mo
(US$727/mo) (US$932/mo)
Spain 1997 Ptas1,372/hr Ptas903/hr Ptas932/hr
(US$9.37/hr) (US$6.17/hr) (US$6.37/hr)
1998 Ptas225,808 Ptas232,367/mo
(US$1,486/mo) (US$1,529/mo)
Sri Lanka 1997 SLRs18.15/hr
(US$0.31/hr)
Taiwan 1997 NT$169.48/hr [total compensation] NT$109.82/hr [1996; total comp] NT$132.37/hr [1996; total comp]
(US$5.89/hr) (US$4.00/hr) (US$4.82/hr)
1998 NT$32,669/mo NT$24,676/mo NT$22,943/mo
(Oct) (US$981.72/mo) (US$741.53/mo) (US$689.45/mo)
Thailand 1997 B5,935/mo B4,352/mo [1995] B4,046/mo [1995]
(US$189/mo) (US$175/mo) (US$162/mo)
1999 B52,560/yr (inc footwear)
(US$1,273/yr)
Turkey 1996 TL757,277/day TL660,045/day
(US$9.30/day) (US$8.11/day)
1999 TL804 thous/hr (inc textiles& benefits) TL170 mil/mo (priv sect, inc benefits)
(US$2.50/hr) (US$528/mo)
United Arab Emirates NA NA NA
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United Kingdom 1997 £8.53/hr £5.42/hr £6.02/hr
(US$13.97/hr) (US$8.88/hr) (US$9.86/hr)
1999 £140.40/wk £140.40/wk
(US$226.75) (US$226.75)
United States 1998 US$13.49/hr US$8.52/hr US$8.93/hr (leather)
US$10.06/hr (rubber)
S
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Tablel-3. TheNational Poverty Linein Selected Countries, Official Thresholds and Other Estimates, M ost Recent
Year

in national currencies and U.S. dollars)

Country Official Poverty Threshold Other Estimated Poverty Thresholds
Bangladesh Tk550/cap/mo [1995-96]
(US$11.32/cap/mo)
Brazil None R$45/cap/mo [€.1998-99]
(US$25/cap/mo)
Cambodia None CR1,210-1,819/cap/day [1997]
(US$0.44-0.66/cap/day)
Canada None None
China ¥500/caplyr [1998] ¥165-220/cap/mo [1998]
(US$60/caplyr) (US$20.50-26.50/cap/mo)
Colombia By government estimates, the price of a family
shopping basket is 2.4 times the minimum wage
[1999]
C$567,456/hld/mo
(US$365/hld/mo)
Costa Rica NA US$100/hld of 5/mo [1999]
Dominican Republic NA
Egypt None £E1,354-1,795/caplyr [1984]
(US$929-1,231/caplyr)
El Salvador Urban: C1,295-2,590/hld of 4.3/mo [1999] C2,237-2,620/hld of 4.2/mo [1998]
(US$148-296/hld of 4.3/mo) (US$255-299/hid of 4.2/mo)

Rural: C904-1,808/hid of 5.9/mo [1999]
(US$103-206/hid of 5.9/mo)

Guatemala Q1,156-2,109/hld of 5.38/mo [1998]
(US$169-308/hid of 5.38/mo)

Honduras NA L69.10/hld of 5/day [1997]
(US$5.06/hid of 5/day)

Hong Kong None HK$9,000/hld/mo [1998] (US$1,150/hld/mo)
HK$3,000/cap/mo [1997] (US$387/cap/mo)
HK$2,500/cap/mo [1996] (US$323/cap/mo)

India Urban: Rs264/cap/mo [1993/94 prices)
(US$6.24/cap/mo)

Rural: Rs229/cap/mo [1993/94 prices]
(US$5.41/cap/mo)

Indonesia Urban: Rp38,246/cap/mo [1996]
(US$16.32/cap/mo)

Rural: Rp27,413/cap/mo [1996]
(US$11.70/cap/mo)

Urban: Rp52,470/cap/mo [1998]
(US$6.11/cap/mo)

Rural: Rp41,588/cap/mo [1998]
(US$4.84/cap/mo)

Igrael 50 percent of median net income
NIS1,315/cap/mo  [1997]
(US$381/cap/mo)

NI1S3,366/hld of 4/mo [1997]
(US$976/hld of 4/mo)
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Source: Seeindividua country summaries in Part |1 for further information.
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Country Official Poverty Threshold Other Estimated Poverty Thresholds
Italy Lit663,270/cap/mo [1997]
(US$390/cap/mo)
Lit1,788,388/hld of 4/mo [1997]
(US$1,05V/hid of 4/mo)
Jamaica J$126,922/hid of 5/yr  [1997]
(US$3,567/hid of 5/yr)
Macau None
Malaysia RM425/hld of 4.6/mo--peninsular [1995]
(US$170/hid of 4.6/mo)
RM601/hld of 4.8/mo--East Maaysia [1995]
(US$240/hid of 4.8/mo)
Mauritius None MRs6,000/mo [1999]
(US$250/mo)
Mexico M$5,041/hld of 4.6/mo [1999] M$3,000/hld/mo [c.1998-99]
(US$512/hid of 4.6/mo) (US$305/hld/mo)
Nicaragua C$1,200/hld of 4/mo [1999]
(US$400/hld of 4/mo)
Pakistan None PRs332/cap/mo [1998]
(US$6.39/cap/mo)
Peru $.157/mo [1997]
(US$47/mo)
Philippines P11,388/caplyr [1997]
(US$315/caplyr)
Singapore None
South Korea W218,000/mo [1994]
(US$182/mo)
Spain None
Sri Lanka None SLRs717-861/cap/mo [1995-96]
(US$10.40-12.48/cap/mo)
SLRs1,000/hld/mo [1999]
(US$14.50/hld/mo)
Taiwan 60 percent of average per capita expenditures
NT$7,110-11,443/cap/mo [1999]
(US$214-344/cap/mo)
Thailand B906/cap/mo [1998]
(US$22/cap/mo)
Turkey None TL264 mil/4hld/mo [1999]
(US$820/4hld/mo)
United Arab Emirates None
United Kingdom None
United States US$8,316/unrelated individual/yr [1998]
US$16,660/family of 4/yr [1998]
Note Poverty thresholds are not necessarily comparable across countries due to national differences in concepts, definitions, and measures.
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Tablel-5: Percentage of National Population Below International Poverty Linesin Selected Countries

Percentag | International International Absolute | International Relative Poverty
e of Absolute Poverty Poverty Line: Absolute Poverty Line: 50% of
National Line: US$2/per son/day Line: Median Income
Populatio US$1/person/day (1985PPP$) US$14.40/per son/day
n Below (1985PPP$) (1985PPP$)
the [equivalent to the
Poverty U.S. poverty ling]
Line
80-90 India
70-79 Guatemala, Honduras,
Nicaragua
60-69 Philippines
50-59 Guatemala China, Egypt, Indonesia,
Pakistan
40-49 Honduras, India, Brazil, Costa Rica,
Nicaragua, Peru Dominican Republic,
Mexico, Sri Lanka
30-39
20-29 Bangladesh, Brazil, Colombia, Jamaica, Spain
China, Philippines Malaysia, Thailand
10-19 Costa Rica, Dominican United Kingdom, Canada, Israel,
Republic, Mexico, United States Spain, United
Pakistan Kingdom, United
States
1-9 Colombia, Egypt, United States Canada, Italy Italy
Indonesia, Jamaica,
Malaysia, Sri Lanka,
United States
<1 Canada, Spain, Thailand, | Canada, Spain, United
United Kingdom Kingdom
Not Cambodia, El Salvador, Bangladesh, Cambodia, El 31 other countries 30 other countries
Available Hong Kong, Israel, Italy, | Salvador, Hong Kong,
Macau, Mauritius, Israel, Italy, Macau,
Singapore, South Korea, Mauritius, Peru,
Taiwan, Turkey, United | Singapore, South Koresa,
Arab Emirates Taiwan, Turkey, United
Arab Emirates

Source: See Table I-4.
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Tablel-6. National Poverty Linesand Minimum and Prevailing Wagesin the Footwear and Apparel Industriesin
Selected Countries, Latest Available Y ear

in national currencies and

U.S. dollars)

Country National Poverty Line Current Minimum Wage Prevailing Wage in the Footwear
Applicable to Workersin the and/or Apparel Industries
Footwear and Apparel Industries
Bangladesh Tk550/cap/mo [1995-96] Tk600-3,500/mo Tk69-81/day [1996/97]
(US$11.32/cap/mo) (US$12.35-76.00/mo) (US$1.42-1.67/day or
US$36.51-42.51/mo)
Brazil R$45/cap/mo [¢.1998-99] R$136/mo R$300-500/mo [1999]
(US$25/cap/mo) (US$81/mo) (US$160-270/mo)
Cambodia CR1,210-1,819/cap/day [1997] CR152,000/mo CR152,000-266,000/mo [1999]
(US$0.44-0.66/cap/day or (US$40/mo) (US$40-70/mo)
US$13.38-20.08/cap/mo)
Canada NA C$5.00-7.15/hr C$10.08/hr [1998]
(US$3.35-4.80/hr) (US$6.75/hr)
China ¥165-220/cap/mo [1998] ¥100-320/mo ¥388.5-647.0/mo [1997]
(US$20.50-26.50/cap/mo) (US$12-39/mo) (US$114.67-190.97/mo)
Colombia C$567,456/hld/mo [1999] C$7,881.3/day C$176,861-197,182/mo [1995]
(US$364.76/hld/mo) (US$5.07/day or US$132.23/mo) (US$194-216/mo)
Costa Rica C73,258/mo C61,055-69,600/mo [1997]
US$100/hid of 5/mo [1999] (US$266/mo) (US$262-299/mo)
Dominican Republic NA RD$1,932/mo RD$21.6/hr (all manuf) [1997]
(US$120.75/mo) (US$1.5V/hr or US$315.05/mo)
Egypt £E1,354-1,795/caplyr [1984] £E116/mo £E4,476/yr [1999]
(US$929-1,231/caplyr (US$34/mo or US$408/yr) (US$1,312/yr or US$109.33/mo)
El Salvador Urban: C1,295-2,590/hld4.3/mo C42/day C1,600/mo [1997]
(US$148-296/hld4.3/mO) (1999 (US$4.81/day or US$125.44/mo) (US$183/mo)
Rural: C904-1,808/hld5.9/mo
U S$103—206/h| d59/m0) [1999]
Guatemala Q67.50/5.38hid/day [1998] Q21.68/day Q35/day [1999]
(US$11.07/hld5.38/day) (US$3.16/day) (US$6.11/day)
Honduras L69.10/5hid/day [1997] L46.80/day L93.60-140.40/day [1999]
(US$5.06/hld5/day) (US$3.34/day) (US$6.86-10.03/day)
Hong Kong HK$9,000/mo [1998] HK$3,860/M0—tor foreign domesticworkersonly HK$250.50/day [1998]
(US$1,150/mo) (US$500/mo) (US$32.34/day or US$843.43/mo)
India Rs228.9-264.1/cap/mo Rs9.25-80.35/day Rs30-150/day [1999]
[1993/94prices] (US$0.24-2.09/day or (US$0.71-3.55/day or
(US$5.41-6.24/cap/mo) US$6.26-54.51/mo) US$18.52-92.58/mo)
Indonesia Rp41,588-52,470/cap/mo [1998] Rp130,000-290,000/mo Rp130,000-362,500/mo [1999]
(US$4.84-6.11/cap/mo) (US$15.12-33.72/mo) (US$15.12-42.06/mo)
Israel NIS1,315/cap/mo [1997] NIS2,560/mo  [1998] NIS3,976-4,313/mo [1998]
(US$38L/cap/mo) (US$675/mo) (US$1,046-1,135/mo)
NIS3,366/hld4/mo
(US$976/hld4/mo)
Italy Lit663,270/cap/mo [1997] Lit1,615,000-2,458,000/mo Lit26,662,000-26,766,000/yr [1998]
(US$389.93/cap/mo) (US$949.44-1,445.03/mo) (US$15,358.29-15,418.20/yr or
Lit1,788,388/hld4/mo US$1,279.86-1,284.85/mo)
(US$1,051.37/hld4/mo)
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Source: Tables I-1; 1-2; and I-3; see individua country summaries in Part 1l for further information.
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Country National Poverty Line Current Minimum Wage Prevailing Wage in the Footwear
Applicable to Workersin the and/or Apparel Industries
Footwear and Appare Industries
Jamaica J$126,922/hld5/yr [1997] J$20/hr
(US$3,567/hld5/yr) (US$0.55/hr or US$1,377.20/yr) US$1,800-5,000/yr [1999]
Macau NA none P3,252-4,096/mo [1998]
(US$420-529/mo)
Malaysia RM425/hld4.6/mo [1995] none RM742-807/mo [1995]
(US$169.58/hld4.6/mo) (US$296-322/mo)
Mauritius MRs6,000/mo [1999] MRs348.36/wk MRs6,452-9,210/mo [1998]
(US$250/mo) (US$13.90/wk or US$55.60/mo) (US$258-368/mo)
Mexico M$36.53/cap/day [1999] M$29.70-34.45/day M$6.40-7.85/hr [1996]
(US$3.71/capl/day) (US$3.02-3.24/day) (US$0.84-1.03/hr or
US$6.72-8.24/day)
Nicaragua C$1,200/hid/mo [1999] C$600/mo C$2,724/mo (all manuf) [1997]
(US$400/hld/mo) (US$52/mo) (US$288/mo)
Pakistan PRs332/cap/mo [1998] PRs1,950/mo PRs1,932/mo [1994]
(US$6.39/cap/mo) (US$38/mo) (US$63/mo)
Peru $.157/mo [1997] S/.345/mo S/.345/mo [1999]
(US$47/mo) (US$100/mo) (US$100/mo)
Philippines P11,388/caplyr [1997] P198/day (Metro Manila) P198/day (Metro Manila) [1999]
(US$315/caplyr or (US$5/day) (US$5/day)
US$0.86/cap/day)
Singapore NA none S$1,477.3/mo [1997]
(US$995/mo)
South Korea W218,000/mo [1994] W1,525/hr W872,349-1,118,027/mo [1999]
(US$182/mo) (US$1.27/hr or US$264.97/mo) (US$727-932/mo)
Spain NA Ptas2,309/day Ptas232,367/mo [1998]
(US$15.92/day or US$415.19/mo) (US$1,529/mo)
Sri Lanka SLRs1,000/hld/mo [1999] SLRs1,500-2,575/mo SRs18.15/hr (all manuf) [1997]
(US$14.50/hld/mo) (US$21.70-37.30/mo) (US3$0.3V/hr or US$64.68/mo)
Taiwan NT$7,110-11,443/cap/mo [1999] NT$15,840/mo NT$22,943-24,676/mo [1998]
(US$213.66-343.87/mo) (US$476/mo) (US$689.45-741.53/mo)
Thailand B906/cap/mo [1998] B139-162/day B52,560/yr [1999]
(Us$22/cap/mo) (US$3.58-4.18/day or (US$1,273/yr or
US$93.37-109.01/mo) US$106.08/mo)
Turkey TL 264 mil/hld4/mo [1999] TL93.60 mil/mo TL804 thous/hr (apparel) [1999]
(US$820/hld4/mo) (US$291/mo) (US$2.50/hr or US$522/mo)
TL170 mil/mo (footwear) [1999]
(US$528/mo)
United Arab Emirates NA none NA
United Kingdom NA £2.72/hr £140.40/wk [1999]
(US$4.39/hr or US$210.72/wk) (US$226.75/wk)
United States US$8,310/unrel indiv/yr [1998] National: US$5.15/hr or US$8.52-8.93/hr or
US$16,655/family of 4/yr US$10,300/yr US$17,040-17,860/yr
States: none-US$6.50/hr or
US$13,000/yr
Note Measures are not necessarily comparable across countries due to national differences in concepts, definitions, and measures.




PART I

Compendium of Country Information on
Wages, Benefits, Poverty Line, and Meeting Workers' Needs



BANGLADESH:
MINIMUM WAGE

Thereisno national minimum wage in Bangladesh. However, the Minimum Wages Ordinance (Ordinance
34 of 1961), and associated rules, established a Minimum Wages Board, which the government may ask
to fix the minimum wages “of any particular industry for which no adeguate machinery exids for effective
regulation of wages.” In theory, the Board has six months from the date of a request to provide its
recommendations for the government to consider. In setting the levels, the Board typicdly solicits input
from employer and worker representatives, visits the work sites of the industry concerned, distributes
questionnaires, and holds public meetings.

In November 1990, the government conveyed a request to the Minimum Wages Board to set minimum
wage levelsin the garment indugtry. In 1993, the Board made recommendations to the government, and
on January 12, 1994, the government promulgated a notification of the minimum weage levels for the
industry. There has been no changein these levels Since that date. The natification divides employeesin
the garment industry into seven categories and sets monthly minimum wages for each:

Grade |: Pattern master; chief quality controller; chief cutting master; chief mechanic: 3,500 takas
(Tk) or about 76 U.S. dollars (US$), at the exchange rate of Tk48.57 equivaent to US$1.

. Grade I1: Senior mechanic; cutting master: Tk2,500 or US$51.47.

. Grade I11: Sample machinist; mechanic; senior sewing machine operator; senior winding machine
operator; senior knitting machine operator; senior linking machine operator; senior cutter; senior
quality ingpector; senior marker; senior drawingman; senior lineleader; senior eectrician: Tk1,500
or US$30.88.

. Grade |V: Senior machine operator; winding machine operator; knitting machine operator; linking
mechine operator; marker; drawingman; cutter; mending operator; senior pressingman; senior
finishing ironer; senior folder; senior packer: Tk1,200 or US$24.71.

. GradeV: Junior sawing machineoperator; junior winding machineoperator; junior knitting machine
operator; junior linking machine operator; junior marker; junior drawingman; junior cutter; junior
mending operator; pressngman; finishing ironer; folder; junior eectrician; junior packer: Tk1,100
or US$22.65.

1Unlessnoted otherwise, information presented hereisfrom American Embassy— Dhaka, unclassifiedtelegram
No. 699 (March 31, 1999).
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. GradeVI: Ordinary sewing machineoperator; ordinary winding machineoperator; ordinary knitting
machine operator; ordinary linking machine operator; ordinary mending machine operator; fusng
machine operator; color tanning machine operator: Tk900 or US$18.53.

. Grade VII: Helper sewing machine operator; hel per winding machine operator; helper  knitting
meachine operator; helper linking machine operator; hel per mending operator; helper cutter; helper
marker; helper drawingman; pocket creasing machine operator; line ironer; helper packer; helper
dry washer: Tk600 or US$12.35.

In addition to these seven categories, “trainees or gpprentices’ receive a monthly saary of not less than
Tk500 or US$10.29. The maximum period of training is set at three months. For workers (likethosein
the garment industry) paid on amonthly bass, the hourly wage rate for thiscdculaion is set a the monthly
wage rate divided by 208.

Under the Factories Act, the workweek is six days of eight hours each per day. The U.S. Department of
State has also reported? that a 60-hour workweek, inclusive of 12 hours of overtime, is permitted.
Overtime hoursareto be paid at double the norma wages, but thelaw is poorly enforced in industries such
as hosery and ready-made garments.

PREVAILING OR AVERAGE WAGE

According to the Bangladesh Statistical Bureau, in the cotton textile industry, the average daily wage rates
for skilled and unskilled laborersin fisca year 1996-97 (July 1996-June 1997) were Tk81 (US$1.67) and
Tk69 (US$1.42) per day, respectively. For fiscal year 1995-96, the daily rates were Tk79 (US$1.63)
and Tk68 per day (US$1.40), and in fisca year 1994-95, Tk74 (US$1.52) and Tk63 (US$1.30),

respectively.

However, thereisdoubt that garment industry wage ratesin generd meet thelega minimumwage sandard.
According to independent trade unionigts, in the garment industry:

. it iscommon to pay “traines” wages well past the maximum three months;

. employeesarefrequently misclassified by employersso that, for example, an employeewho should
be aGrade IV senior machine operator is classfied as a Grade V junior machine operator, and
is paid Tk1,000 per month rather than Tk1,700 per month; and

. overtime isfrequently made mandatory, and compensated at rates below even the nomina straight

2us. Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 1876.
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hourly sdary, rather than at twice the leve.

In addition, it is quite common for employees to receive delayed or no pay at dl from the many smdl and
weekly capitdized employerswho are struggling. While the labor laws in theory provide remediesfor all
of these violations, the Situation in practice is quite different. There are few labor inspectors, and they are
frequently corrupt and hampered by the bureaucracy which further erodes enforcement. Morethan eighty
percent of the garment labor force is femae, often with few dternatives for employment. Except when
conditions become intolerable (as in prolonged nonpayment of wages), employeesrardly take action, and
action then is more likely to consist of impromptu work stoppages or processions rather than resort to
officia enforcement organs.

Thetable below presentsavailable datafrom the International Labor Organization (ILO) on average hourly
earnings (direct wages per worker) in Bangladesh for skilled and unskilled workers in the manufacturing
sector and in the gpparel and footwear industries. They include pay for timeworked, paid leave, bonuses,
and other benefits paid directly to the employee, but not the cost of social insurance programs.® Average
hours worked per week for skilled and unskilled workers in the manufacturing sector and in the gpparel
and footwear industries were not available from the ILO. Current average earnings, which are reported
by the ILO in the national currency, were converted to US$ using the annua average exchange rate
published in the Internationd Monetary Fund's International Financial Satistics (March 1999). To
track changesin red earnings (i.e., earnings adjusted for inflation), ared earningsindex was computed by
deflating current earningsin the nationa currency with the annual average nationd consumer priceindex as
publishedinthelnternationa Monetary Fund' sl nter national Financial Satistics (March 1999), indexed
to 1990 = 100.

Average Daily Earningsin All Manufacturing, Apparel, and Footwear

Skilled Workers
Year All Manufacturing Apparel Footwear Real Earnings Index (Tk; 1990=100)
(TK) Us$)  (Tk) (US$) (Tk)  (US$) Manuf. Apparel Footwear

1990 na na na na na na na na na
1991 56.11 1.53 33.55 0.92 170.22 4.65 na na na
1992 59.87 1.54 36.38 0.93 147.54 3.79 na na na
1993 na na na na na na na na na
1994 na na na na na na na na na
1995 na na na na na na na na na
1996 na na na na na na na na na
1997 na na na na na na na na na

3| nternational Labour Organization, Yearbook of Labour Statistics, 1998 (Geneva: International Labour Office,
1998), p. 805.
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Unskilled Workers

Year All Manufacturing Apparel Footwear Real Earnings Index (Tk; 1990=100)
(TK) (US$) (Tk)  (US$) (TK) (US$) Manuf. Apparel Footwear

1990 na na na na na na na na na

1991 21.80 0.60 19.56 0.53 na na na na na

1992 23.00 0.59 32.41 0.83 na na na na na

1993 na na na na na na na na na

1994 na na na na na na na na na

1995 na na na na na na na na na

1996 na na na na na na na na na

1997 na na na na na na na na na

ote: na=not available.
Source: 1LO, Yearbook of Labour Statistics, 1998, p. 899 - 900.

NON-WAGE BENEFITS

According to officid regulations, a housing benefit amounting to 30 percent of the monthly wage rate and
amonthly medica alowance of Tk150 isto be paid to each employee.

A U.S. Socid Security Administration survey* e aborates on three different non-wage benefit programsin
whichemployerswith 10 or more employeesin Bangladesh are required to participate for their employees:
(1) asocid insurance program, which provides sickness and maternity benefits, in which theemployer pays
the total cost and the government providesthe hospitd facilities; (2) awork injury program, started in 1923,
whichisan employer liability program for 34 listed occupationd diseases, for which the employer paysthe
total cost; and (3) unemployment insurance, which hasbeen apart of the labor code since 1965, for which
the employer paysthetota cost. The old age, disability, and death benefits program is a specid system
for public-sector employees only.

ASSESSING BASIC NEEDS: THE POVERTY LINE

The poverty linein Bangladeshisan aosolute one, ca culated on the basis of theability to purchase sufficient
food. Thebasic poverty lineisbased on consumption of 2,122 caloriesper day. The*“hardcore’ poor are
those who cannot afford to purchase at least 1,805 caories per day. In this calculation, an additiona 30
percent expenditureis dlotted for non-food items. In 1995-96, a monthly expenditure of about Tk550
(US$11.32) per person was required to be above the poverty line. Inflation, which ran a about eight
percent in 1998, has increased these figures, about two-thirds of the Bangladesh consumer price index
consgts of food items. According to surveys, amost 50 percent of Bangladesh householdsfal below the

4 Social Security Administration, Social Security Programs Throughout the World - 1997 (Washington: U.S.
Government Printing Office, August 1997), p. 29.
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poverty line. Just over 25 percent of al households fall into the hard-core poor category.

A compendium of poverty and income didribution satistics prepared by the Internationa Labor
Organizatior? reports severa sets of measures of anationa poverty line for Bangladesh:

for 1981/81, 73.8 percent of the rura Bangladeshi populationwas below therura poverty line of
Tk192 per capita per month (expenditure needed for adaily food energy intake of 2,122 calories),
66.0 percent of the urban population was below the urban poverty line of Tk300 per capita per
month (expenditure needed for a daily food energy intake of 2,122 caories), with a national
poverty rate of 73.0 percent; for 1988/89, 48.0 percent of the rural and 44.0 percent of the urban
population were below the monthly per capita expenditures needed for a food energy intake of
2,122 calories®

for 1983/84, 52.9 percent of the rural Bangladeshi population was below the rurd poverty line of
Tk268.92 per capita per month (rural cost of basic needs) and 40.9 percent of the urban
Bangladeshi popul ation was bel ow the urban poverty lineof Tk301.72 per capitaper month (urban
cost of basic needs), with anational poverty rate of 52.3 percent; for 1991/92, 52.9 percent of the
rurd population was below the rurd poverty line of Tk469.13 per capita per month and 33.6
percent of the urban population was below the urban poverty line of Tk534.99 per capita per
month, with anationa poverty rate of 49.7 percent.’

5 Hamid Tabatabai, Statistics on Poverty and Income Distribution: An ILO Compendium of Data (Geneva:
International Labour Office, 1996), pp. 24-26.

® The estimates are referenced as originating from the Bangladesh Bureau of Statistics (BBS), Report of the
Bangladesh Household Expenditure Survey 1985/86 (Dhaka, 1988) and BBS, Statistical Yearbook of Bangladesh
(Dhaka, 1991). The estimates are based on household expenditure surveys and use the food energy intake method to
estimate the poverty linein the rural and urban sectors by determining total (food and non-food) expenditures at which
the expected daily per capitacalorieintakeisequal to 2,122 calories. According to Martin Ravaillon, “The Challenging
Arithmetic of Poverty in Bangladesh,” Bangladesh Development Studies, Vol. 18, No. 3(September 1990), pp.35-53, the
BBSestimatesappear to bebased on acomparison of actual househol d expenditureswith estimated expendituresneeded
to reach 2,122 calories per capita per day. BBS poverty lines, in nominal terms, appear to have been constructed by
graphing mean calorie intake agai nst mean income based on grouped dataand using thisgraph to find theincome level
at which households typically attain the predetermined calorie norm. See Tabatabai, Statistics on Poverty and Income
Distribution: An ILO Compendium of Data, p. 144.

" The estimates are referenced as ori ginating from Martin Ravallion and Binayak Sen, “When Method Matters:
Monitoring Poverty in Bangladesh,” Economic Development and Cultural Change, Vol. 44, No. 4 (July 1996), pp. 761-
792. The estimates are based on household expenditure surveys and use the cost of basic needs approach to estimate
the poverty linein the rural and urban sectors. The cost of a normative minimum food consumption bundle providing
for an average per capitadaily intake of 2,112 calories and 58 grams of protein is determined using implicit unit values
for food derived from the household expenditure survey (food poverty line) plus 35 percent of thefood poverty linein
1983/84 for non-food essentials. See Tabatabai, Statistics on Poverty and Income Distribution: An 1LO Compendium
of Data, p. 146.
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for 1985, 56.5 percent of the Bangladeshi population was below the poverty line of US$31 per
capita per month, based on 1985 purchasing power parity adjusted US$ (or Tk262).2

for 1985/86, 17.0 percent of the Bangladeshi population was bel ow the poverty line of US$30.42
per capitaper month (i.e., US$1 per day), based on 1985 purchasing power parity adjusted USS$;
for 1988/89, 28.5 percent of the nationa population was under that poverty line®

According to the World Bank,'? in 1995-96, 35.6 percent of the nationad Bangladeshi population was
below the nationa poverty line, with 14.3 percent of the urban population and 39.8 percent of the rura
population faling below the poverty line. By comparison, in 1991-92, 42.7 percent of the nationa
populationfel below the nationa poverty line, with 23.3 percent of the urban population and 46.0 percent
of the rura population faling below the poverty line.

A recent study*! by the World Bank’s Poverty Reduction and Economic Management Network, South
AsaRegion, reportsthat the Government of Bangladesh hasadopted anew method for measuring poverty.
The direct calorie intake (caloric threshold of 2,122 kilocaories per person per day) and food energy
intake (expenditure level a which households are expected to reach the caoric threshold of 2,122
kilocalories per person per day) methods have been used in the past for officid poverty measures, but,
according to the World Bank, they are neither representative nor consstent. The cost of basic needs
(expenditureleve a which households can afford predetermined basi c consumption needs) method, which
typicdly is more consistent and representative, has been used by independent researchers in Bangladesn

8 The estimate is referenced as originating from Elaine K. Chan, “A Compendium of Data on Poverty and
Income Distribution,” Background Paper for theWorld Development Report 1990 (Washington: World Bank, 1990), p.
9. It is based on Bangladesh Bureau of Statistics (BBS) Report of the Bangladesh Household Expenditure Survey
1985/86 (Dhaka, 1988) and internal World Bank data. An absolute poverty line, defined as an expenditure level below
which basic needs cannot be satisfied, was arbitrarily set 35 percent higher than the Indian poverty line for rural areas
which at that time was considered to be more representative of many developing countries. The poverty line
corresponded to US$31 after adjustment for purchasing power parity had been madeto the 1985 official exchangerate.
Thepurchasing power parity poverty linewasconvertedintothenational currency using estimatesfrom Robert Summers
and Alan Heston, “A New Set of International Comparisons of Real Product and Price Levels. Estimates for 130
Countries, 1950-1985,” Review of Income and Wealth, Series 34, No. 1 (March 1988), pp. 1-25. See Tabatabai, Satistics
on Poverty and Income Distribution: An ILO Compendium of Data, pp. 136; 144-145.

9 The estimateisreferenced asoriginating from Shashou Chen, Gaurav Datt, and Martin Ravallion, “ s Poverty
Increasing in the Developing World?” Policy Research Working Paper WPS 1146 (Washington: World Bank, 1993).
This study uses essentially the same methodology as the World Bank’s World Development Report 1990, but with
updated purchasing power parity rates. See Tabatabai, Satistics on Poverty and Income Distribution: An ILO
Compendium of Data, p. 137.

10 World Bank, World Devel opment Report 1998-99 (New Y ork: Oxford University Press, 1999), p.196.
1 world Bank, Bangladesh: From Counting the Poor to Making the Poor Count, Poverty Reduction and

Economic Management Network (Dhaka: World Bank, South AsiaRegion, April 29, 1998); thisreport isavailable onthe
Internet at: <http://www.worldbank.org/html/extdr/offrep/sas/bangladesh-poverty/index.htm>.
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and abroad; this poverty measurement method was recently adopted by the Government of Bangladesh,
with assistance from the World Bank.

The World Bank report providesthefollowing comparison of the poverty headcount measures (percentage
of the population below the poverty line) using thedirect caorieintake and the cost of basic needsmethods:

Per centage of the Bangladeshi Population below the Poverty Line, 1983/84 to 1995/96

Method/Area Very Poor (lower caloric threshold/lower poverty Poor (upper caloric threshold/upper poverty line)
line) 1983/84 1985/86 1988/89 1991/92
1983/84 1985/86 1988/89 1991/92 1995/96
1995/96
Food Energy
Intake 36.8 26.9 28.4 28.0 62.6 55.7 47.8 47.5
National 25.1 47.5
Rural 36.7 26.3 28.6 28.3 61.9 54.7 47.8 47.6
Urban 24.6 47.1
37.4 30.7 26.4 26.3 67.7 62.6 47.6 46.7
27.3 49.7
Cost of Basic Needs
National 40.9 33.8 41.3 42.7 35.6 58.5 51.7 57.1 58.8
Rural 42.6 36.0 44.3 46.0 39.8 | 53.1
Urban 28.0 19.9 22.0 23.3 14.3 59.6 53.1 59.2 61.2
56.7
50.2 42.9 43.9 44.9
35.0

Note: Poverty line for the Food Energy Intake Method: lower caloric threshold is 1,800 kcal for 1983/84 and 1985/86; and 1,805 kcal
for 1988/89, 1991/92, and 1995/96. The upper caloric thresholdis 2,200 kcal for 1983/84 and 1985/86; and 2,122 for 1988/89, 1991/92,
and 1995/96. Part of the large decrease in poverty observed for the upper caloric threshold between 1985/86 and 1988/89 is due to the
lowering of the caloric threshold for 1988/89 and after. The estimates using the Food Energy Intake Method are from the Bangladesh
Bureau of Statistics (BBS), Summary Report of the Household Expenditure Survey 1995/96 (Dhaka, 1997). Poverty line for the Cost
of Basic Needs Method: the food poverty line (cost of arepresentative, fixed food bundle defined to meet the nutritional norm of 2,122
kcal per person per day) plus either lower (less generous) or upper (more generous) allowances for non-food basic needs, based on
households’ actual non-food expenditures (i.e., non-food expenditures, where total per capita consumption is equal to the regional food
poverty line (lower allowance) and where per capitafood expenditures are equal to the regional food poverty line (upper allowance)). The
estimates using the Cost of Basic Needs Method were made by World Bank staff.

Source: World Bank, Bangladesh: From Counting the Poor to Making the Poor Count, Poverty Reduction and Economic Management
Network (Dhaka: World Bank, South Asia Region, April 29, 1998), pp. 6-7; 55-56.

MEETING WORKERS NEEDS

Thereislittle conclusive evidence on the extent to which wages and non-wage benefitsin the footwear or
goparel indudtries in Bangladeshmeet workers basic needs. Some information from U.S. Department of
State or U.S. Embassy reports indicates more generaly that the average monthly wage in Bangladesh is
uffident to provide an individud with aminima standard of living, but is not sufficient to provide a decent
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gtandard of living for aworker and family.*? The U.S. Embassy did not identify any studies on the living
wage in Bangladesh and observed that since poverty studiesindicate that half of the people in Bangladesh
do not have enough to eet, a“living wage’ which would alow for some additiond expenditure beyond this
absolute leve is not often focused on.

2ys Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 1876.
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BRAZIL®
MINIMUM WAGE

The Condtitution of 1988 guarantees to dl workers a minimum wage and requires that the minimum wage
be readjusted to preserve purchasing power.?  The federal government makes adjustments each May 1,
usudly taking into account the rate of inflation. Because socid security payments and many sdaries
(particularly ingtate and loca governments) are based upon multiplesof the minimum wage, thegovernment
must aso takeinto account the budgetary implications of aminimum wageincrease® Thecurrent minimum
wage (asof May 1, 1999) is 136 reds (R$) amonth, roughly equivaent to 81 U.S. dollars (US$).* Many
workers, particularly outside the regulated economy and in the Northeast, reportedly earn less than the
minimum wage>

The red has depreciated by 50 percent againgt the U.S. dollar since the end of 1998 and is now floating;
asareault, thered’ svalue againg the U.S. dollar fluctuates considerably from day to day. Theinformation
presented below reflects the exchange rate prevailing on March 10, 1999, R$1.87 for US$1. Asthe
inflationary effect of this devauation is only now beginning to take effect, workers have not seen their
purchasing power serioudy eroded.

The Condtitution limits the workweek to 44 hours and specifies a weekly rest period of 24 consecutive
hours, preferably on Sundays, &l workersin the formal sector receive overtime pay for work beyond 44
hours aweek, and there are prohibitions against excessive use of overtime.®

1Unless noted otherwise, information presented here is from American Consul—Sao Paulo, unclassified
facsamile (March 11, 1999).

2us Department of State, Country Reports on Human Rights Practices for 1988 (Washington: U.S.
Government Printing Office, February 1989), p. 482.

3 For moreinformation on the minimum wagein Brazil, see International Labour Organization (ILO), “Minimum
Wage Fixing in Brazil,” LabourLaw and Labour RelationsBranch (LEG/REL ) Briefing Note No. 9 (Geneva: International

Labour Office, 1997), which is also available on the ILO’'s web site:
<http://lwww.ilo.org/public/english/80rel pro/l egrel /papers/brf notes/minwages/brasil 3.htm>.

4 Wall Street Journal, Briefly, (May 3, 1999) p. Al4.

Sus. Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 534.

6us. Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 534.

-8



PREVAILING OR AVERAGE WAGE

The vast mgority of workersin the gpparel and footwear industries work in factories. Nearly dl of them
recelve sdaries consderably higher than the minimum wage, dthough salaries vary congderably by region
in Brazil. Average sdariesrange from R$300 to R$500 (approximately US$160 to US$270) amonthiin
the appard industry, and dightly higher in the footwear industry. In addition to this basic sdary, each
worker receives a bonus of one month’'s pay at the end of each calendar year. Workers aso received
other congtitutionally-mandated payments which can raise the base sdlary roughly by 20 percent.

Many enterprises source some parts of production in the apparel and footwear industry. Some of the
“microenterprises’ which typicaly perform these services have been organized as cooperatives

and may fdl outsde the parameters of [abor law. However, out-sourcing represents avery smal portion
of the entire indudry.

The table below presents available data from the International Labor Organization (ILO) on average
monthly earnings (direct wages per worker) in Brazil for dl employees in the manufacturing sector and in
the appardl and leather footwear industry. They include pay for time worked, paid leave, bonuses, and
other bendfits paid directly to theemployee, but not the cost of socid insurance programs.” Average hours
worked per week were not available from the ILO for the manufacturing sector or the gpparel and
footwear industry. Current average earnings, which arereported by thelLO inthe nationd currency, were
converted to US$H using the annua average exchange rate published in the Internationd Monetary Fund's
International Financial Satistics (March 1999). To track changes in red earnings (i.e., earnings
adjusted for inflation), area earnings index was computed by deflating current earnings in the naiond
currency with the annual average nationa consumer priceindex as published in the Internationa Monetary
Fund' s International Financial Statistics (March 1999), indexed to 1993 = 100.

Average Monthly Earningsin All Manufacturing, and Appare and Footwear

Year All Manufacturing Apparel & Footwear Real Earnings Index (R$; 1993=100)
(R$) (US$) (R$) (US$) Manuf. Apparel & Footwear

1990 26,076 1,050 na na 99,038 na

1991 136,699 925 na na 20,767 na

1992 1,562,000 952 776,000 473 1,892 1,974

1993 33,978,000 1,057 16,176,000 503 100 100

1994 793,056,000 1,241 373,067,300 584 5 5

1995 na na na na na na

1996 na na na na na na

1997 na na na na na na

ote na= not available.
Source: ILO, Yearbook of Labour Statistics, 1998, p. 819.

’ International Labour Organization, Yearbook of Labour Statistics, 1998 (Geneva: International Labour Office,
1998), p. 805.
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NON-WAGE BENEFITS

Non-wage benefits in the footwear and appard industries are comparable to those in other Brazilian
indudtries. Most non-wage benefitsare mandated by the Brazilian Congtitution, and the coststo employers
can run from 60 to 100 percent of the monthly sdary. Theseinclude: socid security, one month’s paid
vacation, unemployment insurance, meals during working hours, and trangportation. Most employersaso
provide hedth care or insurance.

A U.S. Socid Security Administration survey? eaborates on four non-wage benefit programs in which
employersin Brazil are required to participate for their employees. (1) asocid insurance program, started
in 1923, which covers sickness, disability, maternity, and death benefits, for which theinsured person pays
8-10 percent of their earnings according to their wage levd, the employer pays 20 percent of payroll, and
the government pay's certain ear-marked taxes to finance administrative costs and defray deficits; (2) work
injury benefits, started in 1919, for which the employer pays the entire cost through premiums of 1-3
percent of payroll according to risk; (3) unemployment insurance, which began in 1965, for which the
government paying thewhole cost; and (4) family alowances, which isan employment -related system that
began in 1941 and is funded the same as for pensions above.

ASSESSING BASIC NEEDS: THE POVERTY LINE

Because of wide regiond varidions in sdaries and in the cos of living, the government has no officia
poverty line. A recent study by thewell-respected Getulio Vargas Foundation determined that the poverty
level is R$45 (approximatey US$25) per person per month. Most workersin the apparel industry would
be abovethisleve. However, a1997 study by the Interunion Department for Socioeconomic Studiesand
Statistics estimated that the minimum wage was only dightly more than one-fourth of the amount necessary
to support a family of four.? The Interunion study weighted urban data more heavily than did the Vargas
Foundation, accounting for some of the disparity in the conclusions.

A compendium of poverty and income didribution satistics prepared by the Internationa Labor
Organization'™ reports severa sets of measures of anationa poverty line for Brazil:

8 Social Security Administration, Social Security Programs Throughout the World-1997 (Washington: U.S.
Government Printing Office, August 1997), pp. 49-51.

‘us Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 534.

10 Hamid Tabatabai, Statistics on Poverty and Income Distribution: An ILO Compendium of Data (Geneva:
International Labour Office, 1996), pp. 53-55.
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for 1981, 46.8 percent of the rural and 14.9 percent of the urban Brazilian popul ation were below
the poverty line of a per cgpita income of one-quarter of the inflation-adjusted 1980 minimum
wage, with anationa poverty rate of 24.8 percent; for 1987, 46.3 percent of the rura and 14.8
percent of the urban population were below the same poverty line, with anationa poverty rate of
23.3 percent.™t

for 1979, 68.2 percent of the rura Brazilian population was below the rura poverty line of a
monthly per capitabudget of 13,790 nuevo cruzados' in second haf of the year 1988 pricesand
33.5 percent of the urban Brazilian population was below the urban poverty line of amonthly per
capita budget of 20,970 nuevo cruzados in second haf of the year 1988 prices, with a nationa
poverty rate of 45.1 percent; for 1990, 63 percent of the rura population was below the rural
poverty line and 43 percent of the urban population was below the urban poverty line, with a
nationa poverty rate of 48 percent.’®

for 1979, 55.0 percent of the rural and 23.9 percent of the urban Brazilian popul ation were below
the poverty line of a monthly per capita income of US$60 in 1985 purchasing power parity
adjusted US$, with anationa poverty rate of 34.1 percent; for 1989, 63.1 percent of therural and

1 The estimates are referenced as originating from M. Louise Fox and Samuel A. Morley, “Poverty and
Adjustment in Brazil: Past, Present, Future,” in Michael Lipton and Jacques van der Gaag (eds.), Including the Poor,
Proceedings of a Symposium Organized by the World Bank and the International Food Policy Research Institute
(Washington: World Bank, 1993), p. 470. The study uses published tabulations (series M&es e Criancas) of the
distribution of per capita income from household surveys (Pesquisa Nacional por Amostra de Domicilios PNAD)
conducted by thelnstituto Brasileiro de Geografiae Estatistica(IBGE); incomeisreported in minimum salaries (after 1986,
thepiso nacional). Tocorrect for changesinthereal minimumwage, the poverty lineisobtained by converting minimum
salaries for the reference month for each year into constant cruzados, and then converting thisvalueinto constant 1980
minimumsalaries. See Tabatabai, Satistics on Poverty and Income Distribution: An ILO Compendium of Data, p. 160.

12 The followi ng currency changes have occurred since this estimate was made: in 1990, 1 cruzeiro = 1 nuevo
cruzado; in 1993, 1 cruzeiro real = 1,000 cruzeiros; and in 1994, 1 real = 2,750 cruzeirosreales.

13 The estimates are referenced as originating from special tabulations prepared for the ILO in 1995 by the
Economic Commission for Latin America and the Caribbean (ECLAC), which updated previous estimates in ECLAC,
Magnitud dela Pobreza en América Latina en los Afios Ochenta (Santiago: ECLAC, 1990), pp. 24; 115. Thetabulations
are based on household surveys and use amethodol ogy that sets poverty linesbased on the minimum per capitafood-
energy needsfor age- and sex-specific minimaasrecommended by the FAO/WHO. The composition of the food basket
takes into account the prevailing national dietary habits. The cost of the minimum food basket is evaluated using retail
pricesfor the lowest quality varietiesin the capital city or its metropolitan area (prices prevailing in other citiesand in
rural areas were generally unavailable). Minimum food budgets for other urban areas are set at 5 percent below the
capital's, and for rural areas at 25 percent below the capital's. Averages for urban areas and at the nation level are
calculated using population weights. To reflect minimum expenditures on non-food needs, the urban poverty lineis set
at double the corresponding minimum food budget, and the rural poverty line at 75 percent above the cost of the rural
minimumfood basket. The poverty linesin national currencieswere not provided in the ILO compendium. The ECLAC
methodology is discussed more fully in J.C. Feresand A. Ledn, “ The Magnitude of Poverty inLatin America,” CEPAL
Review, No. 41 (August 1990), pp. 133-151. See Tabatabai, Statistics on Poverty and Income Distribution: An ILO
Compendium of Data, p. 137.
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33.2 percent of the urban population were below the same poverty line, with a nationa poverty
rate of 40.9 percent.

According to the World Bank™, in 1990, 17.4 percent of Brazil’s national population was below the
nationd poverty line, with 13.1 percent of the urban and 32.6 percent of the rura population faling below
the poverty line. In 1995, 43.5 percent of the population was below the international poverty standard of
US$2 per person per day and 23.6 percent was below the international standard of US$1 per person per
day, both in 1985 purchasing power parity adjusted US$. Within Brazil, there are wide digparitiesin the
extent of poverty; more than haf of al poor Brazilians live in the Northeast.26

MEETING WORKERS NEEDS

Thereislittle conclusve evidence on the extent to which wages and non-wage benefits in the footwear or
gopard indudriesin Brazil meet workers basic needs. Someinformation from U.S. Department of State
or U.S. Embassy reports indicates more generdly that the minimum wage is not sufficient to provide a
decent standard of living for aworker and family in Brazil,*” but the U.S. Embassy isnot aware of studies
of aliving wage in Brazil.

The Interunion Department of Socioeconomic Studiesand Statistics(DIEESE), created by agroup of trade
unions in 1955, provides studies and gatigtics on living conditionsin Brazil and amonthly calculation of the

“minimum wage necessary.”*8

1% The estimates are referenced as originating from George Psacharopoulos, Samuel Morely, Ariel Fiszbein,
Haeduck Lee, and Bill Wood, Poverty and Income Distributionin Latin America: The Story of the 1980s, Latin America
and the Caribbean Technical Department, Regional Studies Program, Report No. 27 (Washington: World Bank, 1993),
Tables 13.1-13.2 and pp. 62-69. The study isbased on national-level household surveys compiled by the Economic
Commission for Latin America and the Caribbean (ECLAC) and the World Bank. The poverty lines, in 1985 purchasing
power parity adjusted US$, were converted into national currencies, but werenot providedinthelLO compendium. See
Tabatabai, Statistics on Poverty and Income Distribution: An ILO Compendium of Data, p. 138.

15 World Bank, World Devel opment Report 1998-99 (New Y ork: Oxford University Press), p. 196.
16 World Bank, Brazil: A Poverty Assessment (Washington: World Bank, 1995), p. 1.

7Tys Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 534.

18 See DIEESE web site: <http://www.dieese.org.br/bol/boletim.html>.
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CAMBODIA:
MINIMUM WAGE

The gppard sector isthe only industria sector in Cambodiain which thereisalegdly-prescribed minimum
wage. The monthly minimum wage in the appard sector is 152,000 riels (CR) or 40 U.S. dollars (US$)
at the current exchange rate, athough gpprentices may be paid aminimum wage of CR114,000 (US$30)
a month for a maximum period of two months. The minimum wage was established on January 17,
1997—prior to the promulgation of Cambodia’s 1997 L abor Law—by agreement between the Ministry
of Socia Affairs, Labor, and Veterans Affairs (now known as the Ministry of Socid Affairs, Labor,
Vocationd Training, and Youth Rehabilitationr— MOSALVTYR) and the Garment Manufacturers
Associationin Cambodia. It was later issued as a subdecree by the MOSALVTYR.

Articles 104-112 of Cambodia's Labor Law set out a process for establishing a guaranteed minimum
wage that “must ensure every worker a decent standard of living compatible with human dignity.”
According to Article 107, the guaranteed minimum wageisto be set by aMOSALVTY R subdecree after
consultation with the Labor Advisory Committee, and may be “adjusted from time to time in accordance
with the evolution of economic conditionsand the cost of living.” The Labor Advisory Committee met for
thefirst time on October 21, 1999, but the minimum wage-setting mechanism hasnot yet begun operation.?

The Labor Law provides for astandard legal workweek of 48 hours, not to exceed 8 hoursper day. The
law stipulates time-and-one-half overtime pay, and double overtime pay if overtime hours are worked at
night or on the employee’ s day off. Government enforcement of these sandards is weak and workers
frequently complain about being required to work more than 48 hours a week and, especidly in the
garment industry, being paid the overtime rate only for the sdlary component of their paychecks, leaving
piece rates unchanged regardless of the number of hours worked.

PREVAILING OR AVERAGE WAGE

It isdifficult to estimate with certainty the prevailing wage inthe gpparel industry. Based on visitsto more
than 30 garment factories, discussions with workers and trade unionists, and a de-brief with a U.S.
Cugtoms Textile Product Verification Team in March 1999, the American Embassy estimatesthat the bulk
of Cambodian garment workers make at least CR152,000 (US$40) a month.

1 Unless noted otherwise, information presented hereis from American Embassy—Phnom Penh, unclassified
telegram No. 1544 (July 2, 1999).

2us. Department of State, Bureau of East Asian and Pacific Affairs, unclassified facsimile (November 29, 1999).

Sus. Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 836.

11-13



A ggnificant number of workers (perhaps 25 percent) work more quickly or operate larger machinesand
earn a higher monthly wage, generadly in the CR190,000-266,000 (US$50-70) range. A smdler
percentage of workers make less than the legd CR152,000 (US$40) minimum per month, generaly
because of employer payroll deductions for substandard attendance or poor production.

No datawere availablefor Cambodiafrom the Internationa Labor Organization (1L O) on average wages
or hours worked in the manufacturing sector or in the gpparel or footwear industries.

NON-WAGE BENEFITS

The Labor Law contains provisions mandating holiday and overtime pay, but there are no government-
mandated non-wage benefits in the gpparel and footwear industry.

ASSESSING BASIC NEEDS: THE POVERTY LINE

The World Bank reports® that, in 1997, 40.1 percent of the rural Cambodian popul ation and 21.1 percent
of the urban Cambodian population were below the country-specific poverty line, with anationa poverty
rate of 36.1 percent; in 1993/94, 43.1 percent of the rural population and 24.8 percent of the urban
popul ationwere bel ow the country-specific poverty line, with anationa poverty rate of 39.0 percent. The
American Embassy notesthat these poverty figures probably comefrom a January 1999 report prepared
by the UN system in Cambodia, based on data from theCambodia Socio-Economic Survey, 1997. The
UN report adds that the poverty lineis defined as expenditure required to purchase afood basket which
provides 2,100 calories per day and dlow for anon-food expenditure. This expenditure is calculated at
CR1,819 (US$0.66) per day in Phnom Penh, CR1,407 (US$0.51) in other urban areas, and CR1,210
(US$0.44) in rurd aress, where US$ amounts are calculated at the June 1997 exchange rate of US$1
equas CR2,760. Since June 1997, the riel has subsequently devalued to 3,800 per US$, so therid
figures listed above should be adjusted upwards accordingly.

MEETING WORKERS NEEDS

Thereislittle conclusive evidence on the extent to which wages and non-wage benefitsin the footwear or
aoparel industriesin Cambodia meet workers basic needs. The U.S. Department of State reports that
the monthly minimum wage in the gppard sector is not sufficient to provide aworker and afamily with a
decent standard of living.® According to the American Embassy, there have been no studies on the issue
of the living wage in Cambodia, probably because of the rdatively smal sze of Cambodia sformd wage

4World Bank, World Development Indicators 1999 (Washington: World Bank, 1999), p. 66.

Sus. Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 836.
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CANADA:

MINIMUM WAGE

Minimum wage rates are set in each province and territory. On July 1, 1996, the federa government
passd |egidation to dign the federal minimum wage rate with the provincid/territorid rates. Previoudy,
at thefederd level, minimum wage rates for federa jurisdiction employees (who comprise about 8 percent
of the Canadian|abor force) were established by ministeria order. It wasacommon practice among most
federa jurisdiction employers (industries such as banking, shipping, air trangport, broadcasting, railways,
grainelevatorsand pipdines) to usethe higher provincid or territorial minimum-wagerates. Between 1986
and 1995, the federa hourly minimum wage was unchanged at 4.00 Canadian dollars (C$) or 2.68 U.S.
dollars (US$).?

Typicdly, aprovincid or territoria board or commission hasthe power to make generd or specific orders
that prescribe that no employee within its scope isto earn less that a particular hourly rate. All workers
covered by the empowering legidation are entitled to the minimum wage protection. Some categories of
youth employment are excluded from minimum wage coverage in some provinces. For example, Ontario
and Alberta have a lower minimum wage rate for youths than for adults® Individud provincid and
territorid minimum wages generdly cover dl employees. In Ontario, Quebec, and Newfoundland, the
genera minimum wage orders are supplemented by specid orders covering particular industries or
occupations.

Minimumwageratesfor the provinces currently rangefrom C$5.00 to C$7.15 per hour or about US$3.35
to US$H4.80 (see table on next page). Standard work hours vary from provinceto province, butindl the
limit is 40 to 48 aweek with 24 hours of rest.*

1Unlessnoted otherwise, information presented hereisfrom American Embassy—Ottawa, unclassifiedtelegram
No. 693 (March 1, 1999).

2 The exchange rate in March 1999 was approximately US$0.67 to C$1.00.

3U.s. State Department, Country Reportson Human RightsPracticesfor 1998 (Washington: U.S. Government
Printing Office, April 1999), p. 1200.

4U.s. state Department, Country Reportson Human RightsPracticesfor 1998 (Washington: U.S. Government
Printing Office, April 1999), p. 1200.
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Hourly Minimum Wage Rates, by Province

Province/Rate and Date Adopted

Province/Rate and Date Adopted

Alberta
C$5.00 (US$3.35) April 1, 1992

Nova Scotia
C$5.35 (US$3.58) October 1, 1996
C$5.50 (US$3.69) February 1, 1997

British Columbia
C$7.00 (US$4.69) October 1, 1996
C$7.15 (US$4.79) April 1,1998

Ontario
C$6.85 (US$4.59) January 1, 1995

Manitoba
C$5.40 (US$3.62) January 1, 1996

Prince Edward Island
C$5.15 (US$3.45) September 1, 1996
C$6.40 (US$4.29) September 1, 1997

New Brunswick
C$5.68 (US$3.81) July 1, 1996

Quebec
C$6.70 (US$4.49) October 1, 1996

C$6.85 (US$4.59) October 1, 1997

Newfoundland
C$5.00 (US$3.35) September 1, 1996

Saskatchewan
C$5.60 (US$3.75) December 1, 1996

C$5.25 (US$3.52) April 1, 1997

PREVAILING OR AVERAGE WAGE

Average hourly wagesin the clothing industry (Canadian Standard Industrid Classification product code
categories 243-249), excluding overtime, for Canada as awhole were C$9.92 in November 1998 and
C$10.18 in November 1997. Hourly earnings including overtime were, respectively, C$10.08 and
C$10.38 for the same months.

Thetable below presentsavailable datafrom the International Labor Organization (ILO) on average hourly
earnings (direct wages per worker) in Canadafor production workers in the manufacturing sector and in
the apparel and leather footwear industries. Earningsdataare only pay for timeworked and do not include
pad leave, bonuses, and other benefits paid directly to the employee or the cost of socia insurance
programs.® Average hours worked per week by al employees were 38,5 in dl manufacturing, 35.7 in
appardl, and 36.6 in footwear and leather goods for the years 1990 through 1997.° Current average

u.s. Department of Labor, Bureau of Labor Statistics, International Comparisons of Hourly Compensation
Costsfor ProductionWorker sin Manufaturing,1975-1997, Supplementary Tablesfor BLSNewsReleaseUSDL 98-376,
September 16, 1998, p.1-2.

®International Labour Organization, Year book of Labour Statistics, 1998 (Geneva: International Labour Office,
1998), p. 734.
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earnings, which are reported by the ILO inthe nationa currency, were converted to US$ using the annud
average exchangerate published in the International Monetary Fund' sinternational Financial Satistics
(March1999). Totrack changesinred earnings(i.e., earnings adjusted for inflation), aread earningsindex
was computed by deflating current earnings in the nationa currency with the annud average nationa
consumer priceindex aspublishedinthelnternational Monetary Fund’ sinternational Financial Statistics
(March 1999), indexed to 1990 = 100.

AverageHourly Earningsin All Manufacturing, Apparée, and Footwear

Year All Manufacturing Apparel Footwear Real Earnings Index (C$; 1990=100)
(C$) (US$) CH (USY) (C%) (US$) Manuf. Apparel Footwear
1990 14.2 12.16 8.6 7.37 9.4 8.06 100 100 100
1991 14.9 12.97 8.8 7.68 9.6 8.38 99 97 97
1992 15.4 12.72 9.0 7.45 9.3 7.69 101 98 92
1993 15.7 12.17 9.0 6.98 9.6 7.44 101 96 94
1994 16.0 11.69 9.2 6.74 10.0 7.32 103 98 97
1995 16.2 11.80 9.3 6.78 10.1 7.36 102 97 96
1996 16.7 12.26 10.4 7.63 115 8.43 104 107 108
1997 16.9 12.17 10.6 7.65 11.3 8.16 103 107 104

Source: ILO, Yearbook of Labour Statistics, 1998, p. 885.
NON-WAGE BENEFITS

Government-mandated non-wage benefitsfor workersin the gpparel and footwear industriesarethe same
asfor other workersin manufacturing. These benefitsmay vary somewhat from provinceto provincesince
workersin theseindustries are covered by provincid labor law and socia programs. Workersaredigible
as taxpayers for government-provided hedlth care, and they contribute to employment insurance and
pension funds overseen by the federal government. They are aso entitled to paid holidays and vacations.

A U.S. Socid Security Administration survey” elaborates on five non-wage benefit programs which
employersin Canada are required to participate in for their employees. (1) old age, disability, and death
insurance, first established in 1927, for which theinsured pays 3 percent of earningsand the employer pays
3 percent of payroll;® (2) sickness and maternity benefits, first appearing in 1977, for which the insured
persons in most provinces do not make any contributions (in Albertaand British Columbia, they pay from
0.2 percent to 2.0 percent of taxable income) and the share paid by employers varies by province from
1 percent to 4.5 percent of payrall, with the government paying the bulk of the cost through provincia
revenues including block grants from the federa government; (3) work injury insurance, which is a
compulsory insurance syslem with apublic carrier, for which employers pay the whole cost which varies

' Social Security Administration, Social Security Programs Throughout the World (Washington: Government
Printing Office, August 1997), pp. 64-67.

8 For both the universal and income-tested program benefits (i.e., not earning related), the government pays
the whol e cost.
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according to risk; (4) unemployment insurance system, which dates from 1940, for which the insured pay
2.9 percent earnings and the employer pays 4.13 percent of the insured’s earnings, and (5) family
alowancesprogram, Sarted in 1944, which providesdigiblefamiliesarefundabletax credit based on their
income and is funded the governmen.

ASSESSING BASIC NEEDS: THE POVERTY LINE

Statistics Canadadoes not at present cal culate apoverty line based on amarket basket approach. Instead,
for purposes of evaluating socid programs, Canada uses something called a“low income cutoff”—L I CO.
Thisis based on the percentage of income used by the average family for food, shelter, and clothing and
is converted using a complex formula that accounts for family and community sze, among other things.
Discussion with provincia governments on adopting an agreed market-basket approach is underway but
remains controversid.

A compendium of poverty and income didribution satistics prepared by the Internationa Labor
Organizatior® reports for 1981 that 17.1 percent of the Canadian population was below the poverty line
of 50 percent of median disposableincome.’® A more recent study, using the same methods, reports for
1991 that 11.7 percent of the Canadian population was below the poverty line of 50 percent of median
disposable income*

MEETING WORKERS NEEDS

Thereislittle conclusive evidence on the extent to which wages and non-wage benefits in the footwear or
apparel industriesin Canadameet workers' basic needs. Someinformation from U.S. Department of State
or U.S. Embassy reports indicates more generdly that afamily in Canada whose only employed member
earns the minimum wage would be considered below the poverty line? TheU.S. Embassy wasnot able
to identify any studieson a*“livingwage’ or, rather, its Canadian trandation: “aminimum viable income.”

9 Hamid Tabatabai, atistics on Poverty and Income Distribution: An ILO Compendium of Data (Geneva:
International Labour Office, 1996), p. 73.

10 The estimate i's referenced as originating from Brigitte Buhmannn, Lee Rainwater, Guenther Schmaus, and
Timothy M. Smeeding, “Equivalence Scales, Well-Being, Inequality, and Poverty: Sensitivity Estimates Across Ten
Countries using the Luxembourg Income Study (LIS) Database,” Review of Income and Wealth, Series 34, No. 2 (June
1988), p. 131.

i mothy M. Smeeding, Financial Poverty in Developed Countries: The EvidencefromLIS, Final Report to
the UNDP, Working Paper No. 155, Maxwell School of Citizenship and Public Affairs, Syracuse, NY (April 1997), Table
2.

2ys Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 1200.
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CHINA®
MINIMUM WAGE

Incompliance with the 1995 China s Labor Law, al provinces, autonomous regions and municipalities set
aminimum wage for each state enterprise under their jurisdiction. Thus, minimum wage raes vary across
provinces, with different rates for urban and rural areas. Thewage is st following consultations with local
Minigtry of Labor and Socid Security officias, representatives of loca enterprises, and trade unions.
Factors congdered incude 1) minimum sandard of living; 2) average locd sdary; 3) enterprise
productivity; 4) unemployment and lay-off rate; and 5) the level of locd economic development. The
proposed wage is submitted to the provincia government for gpprova and subsequently recorded by the
State Council. The wage may be adjusted no more than once ayear.

In 1995, the minimum wage in Beijing was 240 yuan (¥), about 29 U.S. dollars (US$), per month; in
Zhuhai, it was ¥380 (US$46) per month. In poorer, rurd areas, minimum-wage levels were as low as
¥120 (US$14) per month.?2 In December 1996, the minimum wage in Beijing was raised to ¥270
(US$32.50) per month; in Shenzen’s and Zhuhai’s Specid Economic Zones, it was ¥398 (US$48) per
month; in rural areas, it remained as low as ¥120 (US$14) per month.®

In 1997, the minimum wage in Beijing was ¥270 (US$32.50) per month; in Shenzhen's and Zhuha’s
Specia Economic Zones, it was¥240 (US$29) per month; for other parts of Guangdong province, therate
was ¥320 (US$39) per month. In Hebel province, the minimum wage was ¥140 (US$17) per monthin
urban areas, and ¥100 (US$12) per month in rurd aress. |n Jangsu province, the minimum wage was
¥280 (US$34) for urban areas and ¥210 (US$25) for al rurd areas* Minimum-wage figures do not
indude free or heavily subsidized benefits which some state-sector employers may provide in kind, such
as housing, medicd care, and education.

The government reduced the nationa standard workweek in 1995 from 44 hours to 40 hours, excluding

1 Unlessnotedotherwise, information presented hereisfromAmerican Embassy—Beijing, unclassifiedtelegram
No. 1978 (March 4, 1999).

2us Department of State, Country Reports on Human Rights Practices for 1995 (Washington: U.S.
Government Printing Office, April 1996), p. 593.

Sus Department of State, Country Reports on Human Rights Practices for 1996 (Washington: U.S.
Government Printing Office, February 1997), p. 639.

4us Department of State, Country Reports on Human Rights Practices for 1997 (Washington: U.S.
Government Printing Office, March 1998), p. 738.
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overtime. The Labor Law mandates aweekly 24-hour rest period and does not dlow overtimein excess
of 3 hours a day or 36 hours a month. It so sets forth a required scae of remuneration for overtime
work.®

PREVAILING OR AVERAGE WAGE

For non-state businesses—private, joint ventures, and foreign funded—the sdary is decided in collective
consultationwith representatives from the enterprise, local workers congress, and trade union. Thesdary
may not be lower than what has been set for state-owned enterprisesinthe area. The wagein both state
and non-state enterprises may be adjusted no more than once ayear.

The table below presents available data from the International Labor Organization (ILO) on average
monthly earnings (direct wages per worker) in China for adl employees in the manufacturing sector and
average monthly occupationad wages for femae and mae sewing machine operators in apparel
manufacturing and machine sawersin footwear manufacturing. Earnings datafor the manufacturing sector
indude pay for timeworked, paid leave, bonuses, and other benefits paid directly to the employee, but not
the cost of socid insurance programs® Wages in the appard and footwear occupations include basic
wages and cogt of living adlowances, but exclude overtime pay, bonuses, family alowances, in-kind
supplements, and payments for socia security. Average monthly hours worked by production workers
inmanufacturing were 157.1 for the years 1991 through 1997.” No datawere availablefromthe ILOfor
average monthly hours worked by production workers in the appardl or footwear industries. Current
average earnings, which are reported by the ILO in the nationa currency, were converted to US$ using
the annua average exchangerate published in the Internationa Monetary Fund' sinternational Financial
Satistics (March 1999). To track changes in red earnings (i.e., earnings adjusted for inflation), a red
earnings index was computed by deflating current earningsin the nationd currency with the annud average
nationa consumer priceindex as published in the Internationa Monetary Fund' sInternational Financial
Satistics (March 1999), indexed to 1990 = 100.

Sus. Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 870.

®International Labour Organization, Yearbook of Labour Statistics, 1998 (Geneva: International Labour Office,
1998), p. 805.

" International Labour Organization, Yearbook of Labour Statistics, 1998 (Geneva: I nternational Labour Office,
1998), p. 743.
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Average Monthly Earningsin All Manufacturing, Appar€l, and Footwear

Year All Manufacturing Apparel® Footwear® Real Earnings Index (¥; 1990=100)
All Workers Female Workers Male Workers ~ Female Workers Male Workers Manuf. Apparel Footwear
®»  UsS$) ®» UshH (®H U ®»  US$) ¥ (US$  All Workers Female Workers Male Workers Female Workers Male Workers

1990 17225 86.13 1704 8520 206.6 103.30 1819 90.95 1914 9570 100 100 100 100 100

1991 190.75 57.24 186.4 5594 2687 8064 2288 6866  338.0 10143 93 91 109 105 148

1992 219.58 65.77 1539 4610 1630 4882 1734 51.94 1211 36.27 94 66 58 70 46

1993 279.00 82.75 2411 7150 2646 7847 353.3 104.78 na na 106 93 84 127 na

1994 356.92 105.26 4103 121.00 251.0 7402 2039 6013 200.7 59.19 126 146 74 68 64

1995 430.75 127.06 4446 13115 na na 2774 8183 na na 131 137 na 80 na

1996 470.17 138.78 6845 202.04 na na 350.7 10351 385.0 113.64 133 196 na 94 98

1997 494.42 145.93 647.0 19097 na na 3885 114.67 533.9 157.59 134 177 na 100 130

Note: a= sewing machine operator-manufacture of wearing apparel; b = shoe sewer (machine)-manufacture of footwear. na= not available. The number of cities covered for monthly
earnings in apparel and footwear varies from year to year.

Source: All manufacturing from ILO, Yearbook of Labour Satistics, 1998, p. 902; apparel and footwear from ILO, Statistics on Occupational Wages and Hours of Work and on Food Prices,
October Inquiry Results, Special [Annual] Supplement to the Bulletin of Labour Statistics various years.

NON-WAGE BENEFITS

According to government regulaions, al enterprisesmust provide their workerswith: 1) paid annual leave
for government holidays, marriage, and desth in the family; 2) monetary subsidies to reduce the cost of
living for expenditures on items such as heating, grain, and hedlth care; 3) “ collective wdfarefacilities” such
as canteens, nursery schools, barber shops, hedlth clinics, and dormitories for singles; and 4) culturdl and
recreational benefits such as libraries, gymnasums, etc. In some provinces, state-owned enterprises are
now no longer required to provide certain socia services (such as schooling) that formerly were provided
to workers and their families. There are no tax credits targeted specificaly for apparel workers.

A U.S. Socid Security Administration survey? € aborates on several non-wage benefit programsin China
(1) old age, disahility, and desth benefits, begun in 1951, are provided by loca governments or through
an employer-provided plan with the insured persons paying basic pension insurance up to 3-5 percent of
their earnings base and for individud retirement accounts 3-8 percent of earnings, employers pay basic
pensioninsurance averaging 20 percent of payroll and for individua retirement accounts up to 11 percent
of payrall, and locad governments pay subsidies as needed; (2) sckness and maternity benefits, initidly
provided for in 1951, are separate employer-provided programs based on centra government guidelines
with insured persons paying up to 1 percent of earnings, employers paying an average of 10 percent of
payrall, and central and loca governments contributing subsidies as needed; (3) work injury benefits, also
begun in 1951, are separate employer -provided programs based on centra government guidelines for
which the employer pays the whole cogt, with central and local governments contributing subsidies as
needed; and (4) unemployment insurance, which began to be offered in 1986, is a provincid city/county
sociad system based on centrd government guidelines where the employer pays up to 2 percent of wages
and workers contribute up to 1 percent of their wages, depending upon local government provisions.

8 Social Security Administration, Social Security Programs Throughout the World - 1997 (Washington: U.S.
Government Printing Office, August 1997), pp. 78-80. Seeal so, Anne Stevenson-Y ang and Steven Shi, Weavinga Social
Safety Net: Labor Devel opmentsin China, 1996-1998 (Washington: The U.S.-ChinaBusiness Council, February 1999),
for more detailed discussion of provincial and local benefits programsin China.
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ASSESSING BASIC NEEDS: THE POVERTY LINE

The centrd government has s&t the poverty line a a per capita annua income of ¥500 (US$60). The
purchasing power of ¥500 is estimated to be about US$1,201 with even greater purchasing power in rural
aress. It must be noted that currently the government publicly maintains that there is no urban poverty.

As of the end of 1998, city and provincia governments (with input from local representatives of the
Minigries of Finance, Labor and Socid Security, Civil Affairs, and the All China Federation of Trade
Unions) have established aminimum standard of living for 536 of China's 660 urban aress. It isexpected
that such standardsfor al areaswill be set by no later than themiddle of 1999. Thisstandard, which varies
from city to city, takesinto account loca conditions such as available subgdies for food, housing, hedth
care and schooling, as well as the locdl retail price index. For example, in Beijing the minimum living
standard is¥200 (US$24) per month per family member. In contrast, Hangzhou in Zhgjiang province, has
set a standard of ¥165 (US$20) per month per family member. In September 1999, the centra
government raised the minimum living standard nationwide by 30 percent.

A compendium of poverty and income digtribution satistics prepared by the International Labor
Organizatior® reports severa sets of measures of anationd poverty line for China

! For 1981, 24.3 percent of the rural Chinese population was below the rural poverty line of ¥158
per capita per year and 1.9 percent of the urban population was below the urban poverty line of
¥171 per capita per year, with anationa poverty line of ¥161 per capita per year and a national
poverty rate of 19.8 percent; and

for 1990, 11.5 percent of the rural population was below the rurd poverty line of ¥275 and 0.4
percent of the urban popul ation was below the urban poverty line of ¥321 per capitaper year, with
anationa poverty line of ¥287 per capita per year and anationa poverty rate of 8.6 percent.

The poverty line is defined as the expenditure level below which basic needs (including a
subsistence diet which provides 2,150 caories per capita per day) cannot be satisfied.!”

9 Hamid Tabatabai, Statistics on Poverty and Income Distribution: An ILO Compendium of Data (Geneva:
International Labour Office, 1996), pp. 26-28.

10 The estimates are referenced as originating from the World Bank, China: Strategies for Reducing Poverty
in the 1990s, Report No. 10409-CHA (Washington: World Bank, 1992), pp. 146-147. The estimates are based on annual
household surveys conducted by the State Statistical Bureau (SSB). The food component of the subsistence basket
includes modest quantities of vegetable oil, vegetables, pork, and eggs, plusalittle morethan 0.5 kilograms of grain per
day. Grainfoods supply 90 percent and non-grain foods supply 10 percent of the subsistencediet of 2,150 cal ories per
capitaper day. For theurban poverty line, theactual pricespaid by thelow- income urban popul ation have beenimputed
in most cases from the SBB survey data. For the rural poverty line, the State plan prices of grain are used. While the
plan prices are lower than the prices actually paid, this is compensated for by the fact that the survey data tend to
considerably underestimate actual rural income. Non-food subsistence goods are accounted for by inflating food costs
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I for 1990, 13.5 percent of the Chinese population was below the poverty line of US$30.42 per
capita per month (i.e., US$1 per day) in 1985 purchasing power parity adjusted US$.*

The World Bank reports'? that, in 1996, 6.0 percent of the Chinese population was below the nationd
poverty line, with lessthan 2 percent of the urban population and 7.9 percent of the rura population living
under the national poverty line; comparable figures for 1994 were 8.4, less than 2, and 11.8 percent,
respectively. In terms of international poverty line, the World Bank reports that 57.8 percent of the
Chinese population was below the international standard of US$2 per person per day and 22.2 percent
was bel ow the standard of US$1 per person per day, both in 1985 purchasing power parity adjusted USS.

MEETING WORKERS NEEDS

Thereislittle conclusve evidence on the extent to which wages and non-wage benefits in the footwear or
apparel industries in China meet workers basic needs. The U.S. Embassy reports that the Chinese
Minigry of Labor and Socid Security sets the minimum wage level higher than the locd poverty relief
ceiling, but lower than the current wagelevel of the averageworker.:* Although there have been anumber
of articles in the Chinese press about the minimum standard of living, the U.S. Embassy is awvare of no
formd published studies on the living wage.

by thereciprocal of food’ sestimated budget sharefor low-incomehouseholds. See Tabatabai, Satisticson Poverty and
Income Distribution: An ILO Compendium of Data, p. 147

N Theestimateisreferenced asoriginating from Shashou Chen, Gaurav Datt, and Martin Ravallion, “1sPoverty
Increasing in the Developing World?” Policy Research Working Paper WPS 1146 (Washington: World Bank, 1993).
This study uses essentially the same methodol ogy as the World Bank’s World Development Report 1990, but with
updated purchasing power parity rates. See Tabatabai, Statistics on Poverty and Income Distribution: An ILO
Compendium of Data, p. 137.

2 \World Bank, World Devel opment I ndicators 1999 (Washington: World Bank, 1999), p. 66.

Bus Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 870.
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COLOMBIA:
MINIMUM WAGE

Colombianlaw definesthe minimum wage as the minimum remuneration to which any worker hastheright,
for rendering his or her services to an employer, for aperiod no shorter than the maximum lega workday
(8 hours) and workweek (48 hours). The minimum wage for part-time workersis proportiona to hours
worked.

If the Nationa Labor Council—which includes the Finance and Labor Minigters, the mgor union
confederations, the Indudtrial Association, the Small Businessmen's Association, and the Agricultura
Society—fails to reach an agreement, the government setstherate.? The 1999 monthly minimum wageis
236,440 Colombian pesos (C$), approximately 152 U.S. dollars (US$), or C$7,881.3 (US$5.07) per
day. Thetable bdow givesthe minimum wage rate for earlier years. Failure of employersto comply with
minimum wage requirements can be pendized with fines from one to one hundred times the minimum
monthly wage.

Monthly Minimum Wage Rates, 1992-1999

Year C$ Uss

1993 98,700 114.36
1994 107,000 126.65
1995 118,000 129.27
1996 140,000 135.05
1997 172,682 151.35
1998 203,826 142.93
1999 236,440 152.00

Note: Rates may not apply for the entire year.
Source: U.S. Department of State, Country Reports on
Human Rights Practices, 1993-98, Colombia, section 6e.

The law provides for a standard workday of 8 hours and a 48-hour workweek, but it does not require
specificaly a weekly rest period of at least 24 hours, a failing criticized by the International Labor
Organization.®

1Unlessnotedotherwise, information presented hereisfrom A merican Embassy—Bogota, unclassifiedtel egram
No. 2373 (March 5, 1999).

2 us Department of State, Country Reports on Human Rights Practices for 1993 (Washington: U.S.
Government Printing Office, February 1994), p. 402.

Sus. Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 570.
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PREVAILING OR AVERAGE WAGE

According to ASCOLTEX (the Colombian Textile and Appard Producers Association), most large
companiesin the gppard and footwear sectors actualy pay more than the minimum wageto their workers,
only afew pay just the minimum wage, plus mandatory paymentsto the government (amounting to roughly
50 percent of sdlary). However, according to this same source, medium and smal companies often violate
legd requirements and pay less than the minimum wage, in many cases without the mandatory socid
security dlowances. Thereareno availableofficid satigticson the number of medium and small companies
that fail to comply with the minimum wage. In red terms, average wages deceased 2.3 percent and 2.9
percent, respectively, in the gpparel and footwear sectorsin 1998.

Under Colombia’ slabor code, aworker’ s sdary includes al that is given to the worker as compensation
for servicesrendered to an employer, including bonuses, overtime, commissions, payment for work during
mandatory holidays, and permanent per diem expenses. The vaue of sdary can be settled as a fixed
amount, a percentage of sales or collections (aslong asit isno lessthan the legd minimum sdary), or part
in cash and part in kind payments. Paymentsin kind may not exceed 50 percent of the total sdary; for a
worker earning the minimum sdary, his or her payments in kind may not exceed 30 percent of the totd.
This law applies equdly to employment in dl industria sectors, including apparel and footwear.

The table below presents available data from the Internationa Labor Organization (ILO) on average
monthly earnings (direct wages per worker) in Colombiafor al employeesin the manufacturing sector and
inthe apparel and leather footwear industries. They include pay for timeworked, paid leave, bonuses, and
other benefits paid directly to theemployee, but not the cost of socia insurance programs.* Average hours
worked per week for dl employees in the manufacturing sector were 47.5 for the years 1991 through
1997;° average weekly hours worked were not available from the ILO for the apparel and footwear
indugtries.  Current average earnings, which are reported by the ILO in the nationd currency, were
converted to US$ using the annua average exchange rate published in the Internationa Monetary Fund's
International Financial Satistics (March 1999). To track changes in red earnings (i.e., earnings
adjusted for inflation), area earnings index was computed by deflating current earnings in the nationd
currency with the annud average nationa consumer priceindex as published in the Internationad Monetary
Fund' s International Financial Statistics (March 1999), indexed to 1990 = 100.

4| nternational Labour Organization,Yearbook of Labour Statistics, 1998 (Geneva: International Labour Office,
1998), p. 805.

®International Labour Organization, Year book of Labour Statistics, 1998 (Geneva: International Labour Office,
1998), p. 733.
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Average Monthly Earningsin All Manufacturing, Appare, and Footwear

Year All Manufacturing Apparel Footwear Real Earnings Index (C$: 1990=100)
(CH (USH) (CH (USSP (CH) (USY) Manuf. Apparel Footwear

1990 98,730 197 57,040 114 65,209 130 100 100 100

1991 140,031 221 62,317 98 83,718 132 109 84 98

1992 167,106 220 97,838 129 108,131 142 102 104 100

1993 217,741 252 129,274 150 141,578 164 109 112 107
1994 271,109 320 160,064 189 174,918 207 109 112 107
1995 326,421 358 176,961 194 197,182 216 109 102 99
1996 na na na na na na na na na

1997 na na na na na na na na na

Note na= not available.
Source: ILO, Yearbook of Labour Statistics, 1998, p. 886.

NON-WAGE BENEFITS

Socia security benefits paid to workers by the employer (in addition to sdary) asprovided by law include:

bonuses (a month’s sdary for each year of work, to be paid in equa amounts every Sx months);
Severance payments (one month’s slary for each year worked);
annua leave (15 remunerated business days after one year of service);

paymentsto socid security inditutions(e.g., thegenerd pension system, generd hedth system, and
professond risks system);

payments for |abor-related accidents,
payments for professond sickness; and

family compensation alowances.

These additiona payments approximate 50 percent of the paid wage.

A U.S. Socid Security Adminigtration survey? daborates on five different non-wage benefit programsin
whichemployersarerequired to participate for their employees. (1) old age, disability, and death benefits,
implemented in 1965, is a pardld socid insurance and private insurance program with insured persons

5Social Security Administration, Social Security Programs Throughout the World - 1997 (Washington: U.S.

Government Printing Office, August 1997), pp. 81-83.
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paying 3.375 percent of earnings, employers paying 10.125 percent of payroll, and the government pays
apatid subsdy to asolidarity fund; (2) sickness and maternity benefits, first appeared in 1938, and the
insured person pays 4 percent of earnings, the employer pays 8 percent of payroll, and the government
funds the program for low earners through a solidarity fund; (3) work injury benefits, begunin 1915, isa
socid insurance system in which the employer bears the entire codt, paying from 0.348 percent to 8.7
percent of payroll according to risk; (4) for unemployment insurance, the labor code requires employers
to provide one month's severance pay, with more depending upon length of service; and (5) family
alowances, fird gppearing in 1957, are employment-related, with the employer contributing 4 percent of
payroll for these benefits.

ASSESSING BASIC NEEDS: THE POVERTY LINE

The poverty linein Colombiais defined as the minimum income necessary to satify an individud’ s basic
needs for subsstence, particularly but not exclusvely for food needs. In order to determine the minimum
income, per capita nutrition requirements are established and compared to food prices and the relative
share of food expenditures out of total expenditures. Thisindicator, however, is arbitrary andisnormally
used with other relative indicators like those measuring income distribution.

A compendium of poverty and income didribution satistics prepared by the Internationa Labor
Organization’ reports several sets of measures of anationa poverty line for Colombia:

! for 1980, 47.7 percent of the rurd Colombian population was below the rurd poverty line of a
monthly per capita budget of C$12,511 in second haf of the year 1988 prices and 39.7 percent
of the urban Colombian population was below the urban poverty line of a monthly per capita
budget of C$17,598 in second half of the year 1988 prices, with a nationa poverty rate of 42.3
percent; for 1986, 44.5 percent of therura population was below the samerurd poverty lineand
40.2 percent of the urban population was below the same urban poverty line, with a national
poverty rate of 41.6 percent. A more recent estimate for the urban population shows that 43
percent of the urban population was below the urban poverty linein 19928

" Hamid Tabatabai, Statistics on Poverty and Income Distribution: An ILO Compendium of Data (Geneva:
International Labour Office, 1996), p. 56-57.

8 The estimates are referenced as originating from special tabulations prepared for the ILO in 1995 by the
Economic Commission for Latin America and the Caribbean (ECLAC), which updated previous estimates in ECLAC,
Magnitud de la Pobreza en América Latina en los Afios Ochenta (Santiago: ECLAC, 1990), pp. 24; 115; 116. The
tabulations are based on household surveys and useamethodol ogy that sets poverty lines based on the minimum per
capitafood-energy needsfor age- and sex-specific minimaasrecommended by the FAO/WHO. The composition of the
food basket takes into account the prevailing national dietary habits. The cost of the minimum food basket isevaluated
using retail prices for the lowest quality varieties in the capital city or its metropolitan area (prices prevailing in other
citiesand in rural areas were generally unavailable). Minimum food budgets for other urban areas are set at 5 percent
belowthe capital's, and for rural areasat 25 percent below the capital's. Averagesfor urban areasand at the nation level
are calculated using population weights. To reflect minimumexpenditures on non-food needs, the urban poverty line
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for 1988, 68 percent of the rural Colombian population was below the poverty line, compared to
85 percent in 1978, and 38.3 percent of the urban Colombian population was below the poverty
line, compared to 43.7 percent in 1982.°

for 1980, 13.0 percent of the urban Colombian population was bel ow the poverty line of amonthly
per capitaincomeof US$60in 1985 purchasing power parity adjusted USS$; for 1989, 8.0 percent
of the urban population was below the same poverty line.°

The World Bank reports* that, in 1992, 17.7 percent of the Colombian popul ation was below the nationd
poverty line, 8.0 percent of the urban population and 31.2 percent of therural population wereliving below
the national poverty line; corresponding figures for 1991 were 16.9, 7.8, and 29.0 percent, respectively.
In 1991, 21.7 percent of the Colombian population was below the international poverty line of US$2 per
person per day and 7.4 percent of the population was below the internationd poverty line of US$1 per
person per day, both in 1985 purchasing power parity adjusted USS.

MEETING WORKERS NEEDS

Thereislittle conclusive evidence on the extent to which wages and non-wage benefitsin the footwear or
gppard indudtries in Colombia meet workers basic needs. Some information from U.S. Department of
State or U.S. Embassy reportsindicates more generdly that the minimum wage is not sufficient to provide
a decent standard of living for aworker and family in Colombia. The U.S. State Department notes that
the monthly minimum wage is based on the government’s target inflation rate, but has not kept up with
actud inflation in recent years. By government estimates, the price of the family shopping basket is 2.4
timestheminimumwage. However, 77 percent of al workersearn no morethan, and often much lessthan,

is set at double the corresponding minimum food budget, and the rural poverty lineat 75 percent above the cost of the
rural minimum food basket. The poverty linesin national currencies were not provided in the ILO compendium. The
ECLAC methodology is discussed morefully in J.C. Feresand A. Lebn, “The Magnitude of Poverty in Latin America,”
CEPAL Review, No. 41 (August 1990), pp. 133-151. See Tabatabai, Statistics on Poverty and Income Distribution: An
ILO Compendium of Data, p. 137.

9Theestimatesarereferenced asori ginatingfromthelnternational Labour Organization’ sRegional Employment
Programme for Latin America and the Caribbean (ILO/PREALC), Colombia: La Deuda Social enlosAfios80 (Santiago:
ILO/PREALC, 1990), but not further information is provided in the ILO compendium.

10 The estimates are referenced as originating from George Psacharopoulos, Samuel Morely, Ariel Fiszbein,
Haeduck Lee, and Bill Wood, Poverty and IncomeDistributioninLatin America: The Sory of the 1980s, Latin America
and the Caribbean Technical Department, Regional Studies Program, Report No. 27 (Washington: World Bank, 1993),
pp. 62-69. The study is based on national-level household surveys compiled by the Economic Commission for Latin
Americaand the Caribbean (ECLAC) and the World Bank. The poverty lines, in 1985 purchasing power parity adjusted
USS$, were converted into national currencies, but were not provided in the ILO compendium. See Tabatabai, Statistics
on Poverty and Income Distribution: An 1LO Compendium of Data, p. 138.

1 world Bank, World Devel opment Report 1998-99 (New Y ork: Oxford University Press, 1999), p. 196.
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twice the minimum wage? The U.S. Embassy was not able to identify any studies on the living wage in
Colombia

2ys Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 570.
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COSTA RICA!
MINIMUM WAGE

Minimum wage legidation was first passed in CostaRicain 1943.2 A nationa minimum wage board was
created in 1949 to consolidate a decentraized system of regiona wages boards® From 1949 to 1974,
minimum wages were usually set every two years. In response to pressure to adjust real wages to the
accd erating inflation rate, the Nationad Wage Council began in 1974 to adjust minimum wagesannualy and
to use explicitly the consumer price index asaguide. Minimum wages began to be revised twice a year
in 1986.* Until 1988, there were approximately 350 different occupationa/industrial minimum wages
gpecified in legidation, when the number was reduced to about 200. In 1990, there was a further
smplification to about 80 categories. All full-time private- and, snce 1984, public-sector employees are
legally covered by minimum wages. Public sector negotiations, based on private sector minimum wages,
normally follow the settlement of private sector negotiations®

Currently, minimum wages for al sectors are set by the National Wage Council, composed of three
members each from government, business and labor. Under exceptiona circumstances, e.g., concerted
pressure from organized | abor, wages can be adjusted more frequently. The Wage Council isalegd entity
established by law; itsfindings are binding on the private sector. The minimum wage for each occupation
that employers are obliged to pay is published in the officid gazette® The Ministry of Labor supervises
compliance. The Minigtry of Labor effectively enforces minimum wages in the San Jose ares, but less

1Unless noted otherwise, information presented here is from American Embassy—San Jose, unclassified
telegram No. 517 (March 1, 1999).

2 Gerad Starr, Minimum Wage Fixing: An International Review of Practices and Problems (Geneva:
International Labour Office, 1981; second printing with corrections, 1993), p. 7.

3 Gerald Starr, Minimum Wage Fixing: An International Review of Practices and Problems (Geneva:
International Labour Office, 1981; second printing with corrections, 1993), p. 31.

4 American Embassy—San Jose, Foreign Labor Trends. Costa Rica, 1989, FT-90-33 (Washington: U.S.
Department of Labor, 1990), p. 4.

Sus. Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 576.

® For moreinformationonminimum wagesin CostaRica, seelnternational Labour Organization (ILO), “Minimum
Wage Fixing in Costa Rica,” Labour Law and Labour Relations Branch (LEG/REL) Briefing Note No. 10 (Geneva:
International Labour Organization, 1997), which is also available on the ILO's web site:
<http://www.ilo.org/public/english/80rel pro/legrel/papers/brf notes/minwages/costarr2.htm>.
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effectively in rurd areas’

Current minimum wages are effective from January 1 to June 30, 1999. The minimum salary paid to a
worker inthefootwear and apparel industry is 73,258 colones (C), approximately 266 U.S. dollars (US$)

per month based upon a40 hour workweek. Thefollowing table presentsthe monthly minimum wagerates
for domestic employees and professionals for the years 1993-98.

Monthly Minimum Wage Rates for Domestic Workersand Professionals

Consumer Real Minimum Wage Index
Year Domestic Workers Professionals Price Index (C; 1993=100)
© (USB) [(®} (US$) (1993=100) Domestic Workers Professionals
1993 16,829 118 81,501 573 100.0 100 100
1994 18,176 116 88,023 560 113.5 95 95
1995 21,928 122 106,282 591 139.9 93 93
1996 25,636 123 124,255 598 164.4 93 93
1997 30,179 130 146,274 629 186.1 96 96
1998 34,440 134 166,700 648 207.1 98 98

Source: U.S. Department of State, Country Reports on Human Rights Practices for 1993-97, Costa Rica
Country Report (Washington: U.S. Government Printing Office, 1994-98), section 6e.

PREVAILING OR AVERAGE WAGE

The prevailing industrial wage is approximately C85,258 (approximately US$310) per month. Overtime
ispad a 1.5 times these rates. The average labor income in Costa Rica is approximately US$200 per
month.

The table below presents available data from the International Labor Organization (ILO) on average
monthly earnings (direct wages per worker) in CostaRicafor al employeesin the manufacturing sector and
inthe gpparel and leather footwear industries. They include pay for timeworked, paid leave, bonuses, and
other bendfits paid directly to theemployee, but not the cost of socia insurance programs.® Average hours
worked per week by al employeeswere 49.1 in dl manufacturing, 48.4 in appardl, and 48.1 in footwear
and leather goodsfor theyears 1990 through 1997.° Current average earnings, which are reported by the

"u.s. Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 576.

8| nternational L abour Organization, Year book of Labour Statistics, 1998 (Geneva: International Labour Office,
1998), p. 805.

9International L abour Organization, Year book of Labour Statistics, 1998 (Geneva: International Labour Office,
1998), p. 734.
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ILO inthe nationd currency, were converted to US$ using the annua average exchange rate published in
the International Monetary Fund' sInternational Financial Satistics (March 1999). To track changes
inrea earnings(i.e., earningsadjusted for inflation), area earningsindex was computed by deflating current
earnings in the nationa currency with the annua average nationd consumer priceindex as published inthe
I nternational Monetary Fund' sl nternational Financial Satistics (March 1999), indexed to 1990 = 100.

Average Monthly Earningsin All Manufacturing, Appar €, and Footwear

Year All Manufacturing Apparel Footwear Real Earnings Index (C; 1990=100)
(&} (US$) (&} (US$) (&} (US$) Manuf. Apparel  Footwear
1990 20,037 219 15,532 170 17,039 186 100 100 100
1991 27,229 222 21,652 177 17,803 145 106 108 81
1992 32,949 245 26,656 198 23,161 172 105 109 87
1993 38,631 272 30,828 217 28,752 202 112 115 98
1994 44,720 285 35,023 223 36,370 232 114 115 109
1995 54,365 302 45,105 251 53,656 299 113 121 131
1996 63,894 308 53,629 258 43,282 208 113 122 90
1997 75,672 325 61,055 262 69,600 299 118 123 128

Source: ILO, Yearbook of Labour Statistics, 1998, p. 886.

NON-WAGE BENEFITS

Government mandated non-wage benefits for workersin the apparel and footwear indudtries, paid by the
employer, are as follows (as percentage of the wages paid to the employee):

Health and maternity benefits 9.25 percent
Disability, old age, and death benefits  4.75 percent
Family allowances (welfare) benefits 5.00 percent

Vocational school tax (INA) 2.00 percent
Workers' savings bank 0.50 percent
Socia assistancetax (IMAS) 0.50 percent

Occupational hazard insurance (INS)  3.75 percent
Christmas bonus (13th month of pay)  8.33 percent
Paid vacations 4.17 percent
Officia holidays 4.17 percent
Reserve for termination and severance 8.33 percent

Total mandatory benefits plus reserves 50.75 percent

Employees contribute atotal of 9 percent of their wages to their benefits plan via payroll deductions.
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A U.S. Socid Security Administration survey™ aborates on four different non-wage benefit programsin
which employers in Costa Rica are required to participate for their employees: (1) a socid insurance
program, started in 1943, which covers sckness and maternity, for which the insured person pays 5.5
percent of earnings, the employer pays 9.25 percent of payroll, and the government pays 0.25 percent of
total covered earnings,; (2) asocid insurance system, started in 1941, which provides old age, disability,
and death insurance, for which the insured person pays 2.5 percent of earnings, the employer pays 4.75
percent of payroll, and the government pays 0.25 percent of total covered earnings, (3) afamily dlowance
program, started in 1974, which provides ass stance for those not meeting quaificationsfor other pensions,
for which the employer pays 5 percent of payroll and the government paysapercent yield of the sdestax;
and (4) awork injury program, started in 1925, which is a mixed compulsory and voluntary insurance
program with a public carrier, for which the employers pay the whole cost and premiums vary according
to risk.

ASSESSING BASIC NEEDS: THE POVERTY LINE

The U.S. Embassy reports that the poverty line in Costa Ricais gpproximately US$100 per month for a
family of five

A compendium of poverty and income didribution satistics prepared by the Internationa Labor
Organization™ reports severd sets of measures of anationa poverty line for Costa Rica:

! for 1981, 28.4 percent of the rural Costa Rican population was below the rura poverty line of a
budget of C2,766 per capita per month in second half of the year 1988 prices and 18.2 percent
of the urban Costa Rican population was below the urban poverty line of a monthly per capita
budget of C4,002 in second hdf of the year 1988 prices, with a nationa poverty rate of 23.6
percent; for 1992, 28 percent of the rura population was below the rura poverty line and 27
percent of the urban population was below the urban poverty line, with anationd poverty rate of
28 percent.'?

Osocial Security Administration, Social Security Programs Throughout the World-1997 (Washington: U.S.
Government Printing Office, August 1997), p. 88-89.

1 Hamid Tabatabai, Satistics on Poverty and Income Distribution: An 1LO Compendium of Data (Geneva:
International Labour Office, 1996), pp. 57-59.

12 The estimates are referenced as originating from special tabulations prepared for the ILO in 1995 by the
Economic Commission for Latin America and the Caribbean (ECLAC), which updated previous estimates in ECLAC,
Magnitud dela Pobreza en América Latina en los Afios Ochenta (Santiago: ECLAC, 1990), pp. 24; 115. Thetabulations
are based on household surveys and use amethodol ogy that sets poverty linesbased on the minimum per capitafood-
energy needsfor age- and sex-specific minimaasrecommended by the FAO/WHO. The composition of the food basket
takes into account the prevailing national dietary habits. The cost of the minimum food basket is evaluated using retail
prices for the lowest quality varietiesin the capital city or its metropolitan area (prices prevailing in other citiesand in
rural areas were generally unavailable). Minimum food budgets for other urban areas are set at 5 percent below the
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for 1981, 16.7 percent of the rural Costa Rican population and 9.9 percent of the urban Costa
Rican population were below the nationa poverty line of monthly per capitaincome of US$60in
1985 purchasing power parity adjusted USS$, with a nationa poverty rate of 13.4 percent; for
1989, 3.2 percent of therurd population and 3.5 percent of the urban population were below the
same poverty line, with anationa poverty rate of 3.4 percent.®

The World Bank reports that, in 1989, 43.8 percent of the Costa Rican population was below the
international poverty line of US$2 per person per day and 18.9 percent of the population was below the
internationa poverty lineof US$1 per person per day, bothin 1985 purchasing power parity adjusted USS$.

MEETING WORKERS NEEDS

Thereislittle conclusive evidence on the extent to whichwages and non-wage benefitsin the footwear or
appard industriesin Costa Rica meet workers basic needs. Someinformation from U.S. Department of
State or U.S. Embassy reportsindicates more generaly that, especidly at the lower end of the wage sale,
the minimum wage in Coda Rica is insufficient to provide a worker and a family a decent standard of
living.*®

The U.S. Embassy identified two publications that address issues related to wages in Costa Rica:

! Proyecto Estado de la Nacion, “Estado dela Nacidn en Desarrollo Humano Sostenible,” funded
by the United Nations Development Programme (UNDP), available on the Internet at

capital's, and for rural areas at 25 percent below the capital's. Averages for urban areas and at the nation level are
calculated using popul ation weights. To reflect minimum expenditures on non-food needs, the urban poverty lineis set
at doubl e the corresponding minimum food budget, and the rural poverty line at 75 percent above the cost of the rural
minimumfood basket. The poverty linesin national currencieswere not provided inthe ILO compendium. The ECLAC
methodology is discussed morefully in J.C. Feresand A. Leon, “ The Magnitude of Poverty in Latin America,” CEPAL
Review, No. 41 (August 1990), pp. 133-151. See Tabatabai, Statistics on Poverty and Income Distribution: An ILO
Compendium of Data, p. 137.

13 The estimates are referenced as originating from George Psacharopoulos, Samuel Morely, Ariel Fiszbein,
Haeduck L ee, and Bill Wood, Poverty and Income Distributionin Latin America: The Story of the 1980s, Latin America
and the Caribbean Technical Department, Regiona Studies Program, Report No. 27 (Washington: World Bank, 1993),
Tables 13.1and 13.2 and pp. 62-69. The study isbased on national-level household surveys compiled by the Economic
Commission for Latin Americaand the Caribbean (ECLAC) and the World Bank. The poverty lines, in 1985 purchasing
power parity adjusted US$, were converted into national currencies, but were not provided intheIL O compendium. See
Tabatabai, Statistics on Poverty and Income Distribution: An ILO Compendium of Data, p. 138.

14 World Bank, World Devel opment Report 1998-99 (New Y ork: Oxford University Press, 1999), p. 196.

Bus Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 576.
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<http://ww.estadonacion.or.cr>; and

1 Minigterio de Economia e Industria, “ Encuesta de Hogares,” San Jose, no date.
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DOMINICAN REPUBLIC!
MINIMUM WAGE

The minimum wage in the Dominican Republic is set by a Nationd Sdary Committee gppointed by the
President. The Committeereportsto the Secretariat of Labor andits Director Generd. Inorder to change
the minimum wage, the Director Generd, two Committee members gppointed by the President, and specid
Committee members that represent labor and management hold hearing and then publish proposed
minimum wages. The specia Committee members are gppointed by the Director Generd, based on the
recommendation of |abor and management organizations.

Employers and workers have 15 daysto register objectionsto aminimum wage recommendation with the
Secretary of Labor. If there are no objections, the new wages become law. If there are objections, the
Secretary of Labor considers them and either gpproves the new minimum wages (and they become law)
or send the recommendeations back to the Committee for further consderation. The minimum wages must
be reviewed a least every two years.

The minimum wage rate established depends on the size of an employer and the nature of its business.

. Since July 29, 1997, the monthly minimum wage in the Free Trade Zones has been 1,932
Dominican Republic pesos (RD$) or about 120.75 U.S. dollars (US$) at the March 1999
exchange rate of RD$16 equal to US$1.

. Since October 18, 1997, the monthly minimum wages for industrial, commercial, or service
companies have been RD$2,412 (US$150.75) for companies with capital assets of at least
RD$500,000 (US$31,250), RD$1,728 (US$108.00) for those with capital assets between
RD$200,000 and RD$500,000 (US$12,500 to 31,250), and RD$1,555 (US$97.19) for those
with capital assets of RD$200,000 or less.

. Since October 9, 1997, the monthly minimum wages for hotels, restaurants, bars, cafes and
other food serviceestablishmentshave been RD$2,309 (US$144.31) for companieswith capital
assets of more than RD$500,000 (US$31,250), RD$1,649 (US$103.06) for those with capital
assets between RD$200,000 and RD$500,000 (US$12,500 to 31,250), and RD$1,485
(US$92.81) for those with capital assets of RD$200,000 or less.

. Since May 30, 1998, the hourly minimum wages for manufacturer /repairers of shoes, purses,

1Unlessnoted otherwise, information presented hereisfrom American Embassy—Santo Domingo, unclassified
telegram No. 1150 (March 4, 1999).
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bags, belts, etc. outside of the Free Trade Zones have been RD$10.80 (US$0.675) for
companieswith capital assets of at least RD$300,000 (US$18,750) and RD$8.64 (US$0.54) for
those with capita assets under RD$300,000.

. The current monthly minimum wagefor public sector worker s, whichisset directly by Presdentia
Decree, is RD$1,500 (US$93.75).

. There are dso minimum wages for other specific groups (e.g., for security guards or employees
of non-profit organizations), but the wages given above cover the mgority of workers employed
in the formal sector.

The Labor Code establishes a standard work period of 8 hours per day and 44 per week. Thecodea so
dipulatesthat all workers are entitled to 36 hours of uninterrupted rest each week. In practice, atypicd
workweek is Monday through Friday plus haf aday on Saturday, but longer hours are not unusud. The
code grants workers a 35 percent differentia for work totaling between 44 to 68 hours per week and
double time for any hours above 68 hours per week.?

PREVAILING OR AVERAGE WAGE

No information on the prevailing or average wage in the manufacturing sector or the footwear and gpparel
industries was provided by the U.S. Embassy, but the Labor Secretariat maintains some aggregate labor
Statistics on its web site <http://www.set.gov.do> 2

Thetable below presentsavailable datafrom the International Labor Organization (ILO) on average hourly
earnings (direct wages per worker) in the Dominican Republic in for dl employees in the manufacturing
sector; datawere not availablefor the apparel and footwear indudtries. Earnings data include pay for time
worked, paid leave, bonuses, and other benefits paid directly to the employee, but not the cost of socia
insurance programs.* Average hours worked per week by al employeesin manufacturing were44.1 for
the years 1991 through 1997.> Current average earnings, which are reported by the ILO in the nationd

2us. Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 607.

SAmerican Embassy—Santo Domingo, unclassified telegram No. 2647 (June 2, 1998).

*| nternational L abour Organization, Year book of Labour Statistics, 1998 (Geneva: International Labour Office,
1998), p. 805.

®International Labour Organization, Year book of Labour Statistics, 1998 (Geneva: International Labour Office,
1998), p. 737

11-36



currency, were converted to US$ using the annua average exchange rate published in the Internationa
Monetary Fund's International Financial Statistics (March 1999). To track changes in red earnings
(i.e,, earnings adjusted for inflation), area earningsindex was computed by deflating current earnings in
the nationd currency with theannud average nationa consumer priceindex aspublished intheInternationd
Monetary Fund's International Financial Statistics (March 1999), indexed to 1991 = 100.

Average Hourly Earningsin All Manufacturing

Year All Manufacturing Real Earnings Index (RD$; 1991=100)

(RD$) (USH) Manufacturing
1990 na na na
1991 10.4 0.82 100
1992 12.2 0.96 113
1993 11.3 0.89 99
1994 17.4 1.32 141
1995 16.6 1.22 119
1996 18.0 1.31 123
1997 21.6 151 136

ote: na = not available.
Source: ILO, Yearbook of Labour Statistics, 1998, p. 821.

NON-WAGE BENEFITS

Government mandated non-wage benefits for workersin the appardl and footwear industry do not differ
from those of other workers:

. Workers in the formal sector are entitled to 14 days of vacation per year and severance pay
equivaent to amost one month of pay per year of service,

. Some workers receive hedth care through the Dominican Indtitute of Socid Security (IDSS), a
government agency funded by workers, employers, and thegovernment. The IDSSdso paysand
employeesaportion of their sdary if they miss more than seven days of work dueto illness/injury.

. Inthe Free Trade Zones, most companieshave* collectivevacations’ inwhichthebusinessesclose
during the December holiday season. The employees are obligated to use their 14 vacation days
at that time. Outsde of the Free Trade Zones, it ismoretypical that employeestakether vacation
days on the anniversary of their date of hire.

A U.S. Socid Security Administration survey® elaborates onthree different non-wage benefit programsin
which employersin the Dominican Republic are required to participate for their employees: (1) old age,

® Social Security Administration, Social Security Programs Throughout the World - 1997 (Washington: U.S.
Government Printing Office, August 1997), pp. 108-109.
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disahility, and desth benefitswere indtituted in 1947 asa socid insurance system and currently the insured
person pays 2.5 percent of earningsaccording to 15 different wage classes, the employer pays 7.5 percent
of payroll according to the wage classes, and government pays 2.5 percent of total taxable earnings and
any deficit; (2) sckness and maternity benefits, Sarted in 1947, are financed in the same manner as for
pensions,; and (3) work injury is covered under alaw enacted in 1932, with the employer paying the entire
cost of the insurance based on risk factors—the average payment is about 2.5 percent of payroll.

ASSESSING BASIC NEEDS: THE POVERTY LINE

There are no current data available regarding the poverty line. The Centra Bank last conducted apoverty
line study in 1989. The U.S. Embassy estimates that approximately 60 percent of the Dominican

population livesin poverty.

A compendium of poverty and income digtribution dtatistics prepared by the Internationa Labor
Organization’ reports severa sets of measures of a poverty line for the Dominican Republic:

for 1978, 43 percent of the rurad Dominican population was below the rurd poverty line of an
annua per capitaincome of US$263 and 45 percent of the urban Dominican popul ation was bel ow
the urban poverty line of an annud per capitaincome of US$451, with anationa poverty rate of
44 percent.®

for 1988, 78 percent of the rural Dominican population was below the poverty line®

" Hamid Tabatabai, Satistics on Poverty and Income Distribution: An ILO Compendium of Data (Geneva:
International Labour Office, 1996), p. 59.

8 The estimates are referenced as originating from the World Bank, Social Indicators of Development 1988
(Washington: World Bank, 1988). The poverty estimates are based upon an estimated absol ute poverty income level
below which aminimal nutritionally adequate diet plus essential non-food requirements are not affordable. According
tothe UN’ sFood and Agriculture Organi zation (FAO), The Impact of Devel opment Strategieson the Rural Poor (Rome:
FAO, 1988), p. 7, the poverty lineswere determined by: (1) identifying thefood basket consumed by low-income groups
in the country (taken to be the 20" percentile of the household income distribution); (2) estimating the quantitiesof that
food basket necessary to provide the minimum calories and proteins required for nutritional needs; (3) costing the
minimum food basket at appropriate retail market prices; and (4) adding the estimated monetary equivalent of essential
non-food needs (clothing, shelter, etc.). See Tabatabai, Statistics on Poverty and Income Distribution: An ILO
Compendium of Data, p. 139.

9 The estimate is referenced as ori ginating from Idriss Jazairy, Mohiuddin Alamgir, and TheresaPanuccio, The
State of World Rural Poverty: An Inquiry into Its Causes and Consequences (New Y ork: New Y ork University Press,
1992). The estimates in the study are based upon internal working documents or working papers of the International
Fundfor Agricultural Development (IFAD) and areusually provisional and rounded to the nearest multipleof 5. Inmany
cases, the estimates do not appear to based on household survey data, but were included in the ILO compendium since
they relate to countries for which there were no other available estimates. See Tabatabai, Statistics on Poverty and
Income Distribution: An ILO Compendium of Data, p. 138.
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for 1989, 4.9 percent of the Dominican population was below the poverty line of a monthly per
capitaincome of US$30 in 1985 purchasing power parity adjusted USS; 24.1 percent of the
Dominican population was below the poverty line of a monthly per capita income of US$60 in
1985 purchasing power parity adjusted US$.1°

for 1989, 22.3 percent of the Dominican population was below the poverty line of US$30.42 per
person per month (i.e., US$1 per person per day) in 1985 purchasing power parity adjusted
Uss.™

The World Bank reports'? that, in 1992, 20.6 percent of the Dominican Republic’ s population was below
the national poverty line, with 10.6 percent of the urban population and 29.8 percent of therura population
living below the nationa poverty line; corresponding figures for 1989 were 24.5, 23.3, and 27.4 percent,
respectively. Intermsof theinternationa poverty line, in 1989, 47.7 percent of the Dominican population
was below the standard of US$2 per person per day and 19.9 percent was below the standard of US$1
per person per day, both in1985 purchasing power parity adjusted USS.

MEETING WORKERS NEEDS

Thereislittle conclusve evidence on the extent to which wages and non-wage benefits in the footwear or
apparel indudtries in the Dominican Republic meet workers basic needs. Some information from U.S.
Depatment of State or U.S. Embassy reports indicates more generdly that the minimum wage in the
DominicanRepublic does not provide adecent standard of living for aworker and family and, for example,
covers only afraction of the living cogts for afamily in Santo Domingo, where many families receive only

10 The estimates are referenced as originating from George Psacharopoulos, Samuel Morely, Ariel Fiszbein,
Haeduck Lee, and Bill Wood, Poverty and IncomeDistributionin Latin America: The Story of the 1980s, Latin America
and the Caribbean Technical Department, Regional Studies Program, Report No. 27 (Washington: World Bank, 1993),
pp. 62-69. The study is based on national-level household surveys compiled by the Economic Commission for Latin
Americaand the Caribbean (ECLAC) and the World Bank. The poverty lines, in 1985 purchasing power parity adjusted
USS$, were converted into national currencies, but were not provided inthe ILO compendium. See Tabatabai, Statistics
on Poverty and Income Distribution: An 1LO Compendium of Data, p. 138.

N Theestimateisreferenced asori ginating from Shaohua Chen, Gaurav Datt, and Martin Ravallion, “1sPoverty
Increasing in the Developing World?” Policy Research Working Paper WPS 1146 (Washington: World Bank, 1993).
The study follows the same methodol ogy as that used by the World Bank initsWorld Devel opment Report 1990 (i.e.,
using aninternational poverty lineof US$1/US$2 aday per personin 1985 purchasing power parity adjusted US$), except
that the data base has been considerably expanded and the purchasing power parity rates updated. The poverty line
in the national currency was not provided in the ILO compendium. See Tabatabai, Statistics on Poverty and Income
Distribution: An ILO Compendium of Data, p. 137.

2 \World Bank, World Devel opment Report 1998-99 (New Y ork: Oxford University Press, 1999), p. 196.
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the minimum wage®* No information on the living wage issue was provided by the U.S. Embassy.

A report by the Union of Needletrades, Industrid and Textile Employees (UNITE) states that:

Thebase pay for atypical worker for afull 44-hour work-week amountsto [US]$30.54, or 69¢ per hour.?
Thisisonly a of what the Dominican government estimates to be the necessary incomefor atypical
family to meet its basic needs?

2 Take-home pay is lower, because of a legally required reduction of about 2.5% for social security (public health
care).

3 Calculation done by Dominican economist Felipe Santos based on the Central Bank of the Dominican Republic’s
study, “Estudios sobre gastos e ingresos de la unidad familiar.”

Bus Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 606.

14 Union of Needletrades, Industrial and Textile Employees (UNITE), AUNITE Report on Campus Caps Made

By BJ& B in the Dominican Republic (New York: UNITE, 1998), p. 6. This report is available on UNITE s web site at:
<http://www.uniteunion.org/sweatshops/school cap/school cap.html >,
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EGYPT:
MINIMUM WAGE

Minimum wages are s&t by a combination of law and Presidential Decree? Law 47 of 1978 established
awage scale for public sector employees. Private sector wages generdly follow or exceed public sector
wages. Wage increases are determined during consultations that occur after the government's June
announcement of itsannual wage hikes. Representatives of businessgroups, trade unions, and the Ministry
of Manpower meet in informal discussions to determine what, if any, increase should occur in the private
sector. Agreements reached in these sessions are non-binding.

The current monthly minimum wage, setin January of 1999, is116 Egyptian pounds (£E), or approximately
34 U.S. ddllars (US$), based on a6-day, 42 hour workweek. Anincreasein the minimum wageis set by
the government on an annua (or occasionaly semi-annud) basis.

PREVAILING OR AVERAGE WAGE
The average annual wage in the gppardl and footwear industriesis US$1,312.

The table below presents available data from the International Labor Organization (ILO) on average
weekly earnings (direct wages per worker) in Egypt for wage earners in the manufacturing sector and in
the appardl and footwear industries. They include pay for time worked, paid leave, bonuses, and other
benefits paid directly to the employee, but not the cost of socid insurance programs.® Average weekly
hours paid for production workers were 57 in dl manufacturing, 55 in appardl, and 53.7 in footwear and
leather goodsfor the years 1990 through 1995.* Current average earnings, which arereported by the ILO
in the nationa currency, were converted to US$ using the annua average exchange rate published in the
International Monetary Fund'’ sInter national Financial Statistics (March 1999). Totrack changesinreal
eanings (i.e, earnings adjusted for inflation), a red earnings index was computed by deflating current
earnings in the nationa currency with the annual average nationa consumer priceindex as published inthe
Internationa Monetary Fund’ sInternational Financial Statistics(March 1999), indexed to 1990 = 100.

1Unless noted otherwise, information presented hereisfrom American Embassy—Cairo, unclassified telegram
No. 1827 (March 9, 1999).

2 American Embassy—Cairo, unclassified telegram No. 1913 (February 19, 1998).

3International L abour Organization, Yearbook of Labour Statistics, 1998 (Geneva: International Labour Office,
1998), p. 805.

4 International Labour Organization, Yearbook of Labour Statistics, 1998 (Geneva: I nternational Labour Office,
1998), p. 729.
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Average Weekly Earningsin All Manufacturing, Apparel, and Footwear

Year All Manufacturing Apparel Footwear Real Earnings Index (£E; 1990=100)
(EE) (US$) (EB) (US$) (EE) (US$) Manuf. Apparel Footwear

1990 54 18.98 30 10.54 34 11.95 100 100 100
1991 55 11.54 36 7.55 40 8.39 85 100 98

1992 62 13.51 37 8.06 39 8.50 84 91 84

1993 70 15.11 39 8.42 41 8.85 85 85 79

1994 77 15.55 40 8.08 49 9.90 86 81 87

1995 84 16.67 45 8.93 54  10.72 81 79 83

1996 na na na na na na na na na
1997 na na na na na na na na na

ote: na = not available.
Source: ILO, Yearbook of Labour Satistics, 1998, p. 875.

NON-WAGE BENEFITS

Minimum wage workers are estimated to receive around US$180 annually in fringe benefits and
alowances. There are no specific mandated non-wage benefits or tax credits for workers in the apparel
and footwear industries.

A U.S. Socia Security Adminigtration survey® elaborates on four different non-wage benefit programsin
which employers must enroll their employees: (1) a socia insurance system, begun in 1950, for old age,
disahility, and degth benefits, in which theinsured person pays 14 percent of the basic wageand 11 percent
of the variable wage, employers pay 26 percent of the basic wage and 24 percent of the variable wage,
and the government pays 1 percent of the payroll plus any deficit; (2) for sckness and maternity benefits,
whichwereimplemented in 1964, the insured person pays 1 percent of earnings, employers pay 4 percent
of the payroll, and the government pays nothing; (3) work injury benefits, which began in 1936 and into
which the employer pays 3 percent of the payroll and the insured person and the government pay nothing;
and (4) unemployment insurance, which is a compulsory insurance system, begun in 1959, into which the
employer pays 2 percent of payroll and the government covers any deficit.

ASSESSING BASIC NEEDS: THE POVERTY LINE

Thereis no officialy accepted poverty line. A compendium of poverty and income digtribution statistics
prepared by the Internationa Labor Organizatiorf reports severa sets of household poverty measuresfor
Egypt:

! for 1984, 34.0 percent of the urban Egyptian householdswere below the poverty line of annua per

® Social Security Administration, Social Security Programs Throughout the World - 1997 (Washington: U.S.
Government Printing Office, August 1997), pp. 112-114.

® Hamid Tabatabai, Satistics on Poverty and Income Distribution: An ILO Compendium of Data (Geneva:
International Labour Office, 1996), pp. 47-48.
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capitaincome of £E1,794.7 and 33.7 percent of the rurd Egyptian households were below the
poverty line of annua per capitaincome of ££1,354.0, for a national household poverty rate of
33.8 percent.’

for 1981/82, 26.2 percent of the urban Egyptian householdsand 18.7 percent of therural Egyptian
households were below the nationa poverty line; for 1990/91, 29.2 percent of the urban Egyptian
households and 20.8 percent of the rurad Egyptian households were below the nationd poverty
line®

The World Bank reports’ that, in 1990-91, 51.9 percent of the Egyptian population was below the
internationa poverty line of US$2 per person per day and 7.6 percent of the population was below the
standard of US$1 per person per day, both in 1985 purchasing power parity adjusted USS$.

MEETING WORKERS NEEDS

Thereislittle conclusive evidence on the extent to which wages and non-wage benefits in the footwear or
gopard indudtriesin Egypt meet workers basic needs. Someinformation from U.S. Department of State
or U.S. Embassy reports indicates more generaly that base pay is supplemented in Egypt by a complex
system of fringe benefits and bonuses, which may double or triple aworker’ stake-home pay. However,
an average worker and family could not survive on aworker’ s base pay a the minimum wagerae.l® The
U.S. Embassy is not aware of any studies on the issue of aliving wage in Egypt.

’ The estimates are referenced as originating from Karima Korayem, The Impact of Economic Adjustment
Palicies on the Vulnerable Families and Children in Egypt (Cairo: United Nations Children’s Fund [UNICEF], 1987),
p.46. Thereport presents separate estimates of income poverty linesfor familiesin urban and rural areas, based on the
Family Budget Survey 1981/82. The methodology involved: (1) determinating the minimum required levels of calories
and protein for the average household in each area, based on FAO/WHO recommendations, and the age and sex
distribution of the respective populations (5.8/5.2 members per average rural/urban household); (2) determinating three
different types of typical dietsin each area, using data on food consumption patterns from the national Nutrition
Institute; (3) estimating the minimum food expenditures by taking the average cost of the three dietsin each area, using
the official food price lists published by the Egyptian Central Agency for Public Mobilisation and Statistics(CAPMAYS)
and the Ministry of Supply; (4) estimating minimum expenditures by dividing food costs by relevant food expenditure
ratios from the survey; and (5) determinating the corresponding poverty lineincomes. See Hamid Tabatabai, Statistics
on Poverty and Income Distribution: An ILO Compendium of Data, p. 156.

8 The estimates are referenced as originating from a background paper by Hanaa K heir-el-Din, “ Assessment
of Poverty in Egypt Using Household Data,” mimeograph (1993), p.19, for the United Nations Economic and Social
Commission for Western Asia (ESCWA), A Conceptual and Methodological Framework for Poverty Alleviation in
the ESCWA Region, EJESCWA/SED/1993/19 (December 19, 1993), p. 16. No further information is provided as to how
the poverty lines were determined.

9 World Bank, World Devel opment Report 1998-99 (New Y ork: Oxford University Press, 1999), p. 196.

WVuys Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 1659.
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EL SALVADOR!
MINIMUM WAGE

Articles144-146 of the Labor Code guaranteeal workersaminimum wagethat “ sufficiently coversnormal
necessities of (workers) household.” Articles 143-154 set up a Nationd Minimum Wage Board
composed of saven members: three from the government (with one representative each from the Ministries
of Labor, Economy, and Agriculture); two from the labor sector (drawn from labor federations); and two
fromthe business sector (drawn from businessorganizations). Theboard, in consultationswiththe Nationa
Economic Planning and Coordinating Commission, can recommend changes of the minimum wage to the
Presdent. If accepted, the minimum wage is legaly changed by a Presdential Decree. Minimum wages
vary by industry and differ by certain urban and rurd aress of the country. The Labor Minidry is
responsible for enforcing minimum wage laws and does so effectively in the forma sector.

As of February 1999, the daily minimum wage for private industry was 42.00 colones (C)—about 4.81
U.S. dallars (US$). The dally minimum wagefor private industry from July 1995 through May 1998 was
C38.50 (US$4.40). Incomparing the Salvadoran minimum wageto other countries, it isimportant to note
that by law, full-time employees receive 7.0 days (56 hours) of pay for working the norma 5.5 day (44
hours) week.

For El Sdvador, the minimum wage is more than alower limit for sdaries. The mgority of private sector
companies, induding virtudly dl maquilas, use the minimum wage as a base line for comprehensve pay
schedules. Thus, increasing the minimum wage automaticaly generates aproportiona pay increasefor dl
employees earning hourly wages.

PREVAILING OR AVERAGE WAGE

The appard industry in El Sdvador consigts primarily of in-bond assembly plants (maquilas) and—since
the Sgning of the peace accords in 1992—has been El Salvador’s principa source of new employment.
It is currently the second most important (and fastest growing) export sector for the country. Appare
plants represent over 90 percent of the total maguilasector. There are no Salvadoran laws on wages and
benefits specific to the gpparel industry or maguila sector; dl employment isgoverned by the nationd |abor
code.

1Unless noted otherwise, information presented hereis from American Embassy—San Salvador, unclassified
telegram No. 607 (February 22, 1999).

2us. Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 628.
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Determining prevailing wagesin the gpparel maquilaindustry isdifficult dueto lack of comprehensve data
Thefirg of two currently available systematic surveys of wages in the maquila sector was conducted in
1995-1996 by the Office of the Ombudsman for the Defense of Human Rights (theindependent, but Sate-
financed human rights organization, PDDH); the report’s sampling technique and andysis appear well
designed and credible. This survey of maguila workers found that:

21.3 percent received 75- 99 percent of minimum wage;
42.3 percent received 100-107 percent of minimum;
25.1 percent received 108-140 percent of minimum;
8.4 percent received 141-224 percent of minimum; and
1.6 percent received 225 percent or more than the minimum wage.

The survey reported that 0.8 percent of the sample did not know how much they made and 0.5 percent
did not respond to the question.

Employers are not required to pay minimum wage to new workers during their initia training period.
Maquila plants have afairly large turnover rate, and there is a congtant influx of new workers throughout
the year. Thismay be one of the factors affecting the Sze of the group receiving less than minimum wage.
The survey asoindicated that women represented over 91 percent of theworkersinthe threelowest wage
categories, but only 62 percent of the workersin the two highest wage categories.

The second wage survey, whichused socia security data, was conducted in August 1998 by the Nationdl
Asociation of Private Enterprise (ANEP), one of the country’s foremost business organizations.
According to the sudy, in 1997, the minimum wage was C38.5 a day or about C1,155 a month. The
ANERP reported that average monthly maguila wages were:

C1,339 (US$153) for plants with 5-10 workers;

C1,527 (US$174) for plants with 10-50 workers;
C1,588 (US$182) for plants with 50-190 workers,
C1,755 (US$201) for plants with over 100 workers; and
C1,600 (US$183) overdl for the entire sector.

Based on the U.S. Embassy’ s fied observations and information from a variety of sources, the maquila
apparel sector generaly pays more than minimum wage—making these jobs some of the most sought after
in the country. The large maguilas, especidly those operated by U.S. multinationads and plants located in
export processing zones (EPZs), have prevailing wages much higher than minimum.

Thetable beow presentsavailable datafrom the International Labor Organization (ILO) on average hourly

earnings (direct wages per worker) in El Salvador for production workersin the manufacturing sector and
in the textile and appardl industry. They include pay for time worked, paid leave, bonuses, and other
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benefits paid directly to the employee, but not the cost of socia insurance programs.® Average hours
worked per week by production workersin manufacturing were 46.0 for the years 1990 through 1996.4
Data were not available from the ILO on average weekly hours worked by production workers in the
textile and apparel industry. Current average earnings, which are reported by the ILO in the national
currency, were converted to US$ using the annua average exchange rate published in the Internationa
Monetary Fund's International Financial Satistics (March 1999). To track changesin red earnings
(i.e, earnings adjusted for inflation), a red earnings index was computed by deflating current earningsin
the nationd currency with theannud average nationa consumer priceindex aspublished intheInternaiond
Monetary Fund's International Financial Statistics (March 1999), indexed to 1990 = 100.

Average Hourly Earningsin All Manufacturing and Textilesand Apparéel®

Year All Manufacturing Textiles & Apparel Real Earnings Index (C; 1990=100)
All Workers Male Workers Female Workers Manuf. Textiles & Apparel
©) (US$) ©) (US9) ©) (US$)  All Wkrs Males  Females
1990 3.27 0.41 3.37 0.41 2.53 0.32 100 100 100
1991 4.08 0.50 na na na na 109 na na
1992 4.63 0.50 na na na na 111 na na

1993 5.35 0.62 5.50 0.63 5.03 0.58 108 108 132
1994 6.20 0.71 6.26 0.72 5.93 0.68 114 111 141
1995 6.88 0.79 6.99 0.80 6.70 0.77 115 113 144
1996 7.50 0.86 7.72 0.88 7.33 0.84 114 114 144

1997 na na na na na na na na na

Note na= not available.
Source: ILO, Yearbook of Labour Statistics, 1998, p. 889.

NON-WAGE BENEFITS

Thereare no government-mandated non-wage benefits designated only for theapparel or maguilaindusiry.
All employersin the private sector are required by law to give workers paid days off for nationd holidays
(asueto), ayearly Christmas bonus of two-week’ s pay (aguinaldo), and (for workerswith morethan one
year of sarvice) ayearly paid two-week vacation with vacation bonus of 30 percent of a two-week pay
period. Inaddition, workersearn mandated separation pay, accumulated at roughly one-month’ sbase pay
per year worked (or fraction thereof), payable at the time of the termination of their employment.

Individud maquila plants (notably larger companies) and many EPZ park operators offer significant

3| nternational Labour Organization, Yearbook of Labour Statistics, 1998 (Geneva: International Labour Office,
1998), p. 805.

#|nternational Labour Organization, Yearbook of Labour Statistics, 1998 (Geneva: International Labour Office,
1998), p. 737.

SDatawereavailabl eonly for thecombinedindustry of textilesand apparel, with separate earningsdatafor male
and female workers.
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voluntary benefit packages which may include medical facilitiesand servicesin or near the plant, low or no
interest persond |oans, sales of subsidized groceries and goods, sports and recreation facilitiesfor workers
and families, subsidized or low-cost medls a work, and free transportation.

A U.S. Socid Security Administration survey? elaborates on three non-wage benefit programs employers
in El Salvador must enroll for their employees. (1) a socid insurance program, started in 1953, which
covers old age, disability, and desth benefits, and now a so includes mandatory privateinsurance. A new
law, whichtook effect in 1997, will eventudly phase out the older system. Under the provisions of the new
system, the insured person pays 3 percent of earnings, the employer pays 4.5 percent of the payroll, and
the government guarantees a minimum pension; (2) sickness and maternity benefits, first established in
1949, for which the insured person pays 3 percent of earnings, the employer pays 7.5 percent of the
payrall, and the government paysan annud subsidy; and (3) work injury benefits program, begunin 1911,
for which the contributions are the same as for Sckness and maternity.

ASSESSING BASIC NEEDS: THE POVERTY LINE

The Office of Satigticsand Censusin theMinistry of Economy (Direccidn Generd de Estadisticay Censos
[DIGESTY C], Minigterio de Economia) establishes poverty levels every month, based on the cost of a
basic food basket (consisting of milk, meat, beans, rice, tortillas, and seasonal vegetables) and other
essentiad goods and services (housing, clothing, and other miscellaneous items such as hedth care,
education, and trangportation) for an urban family of 4.3 peopleand arurd family of 5.9 people. Typicdly,
a household has more than one wage earner. Two different poverty classfications are used, relative
poverty (incomeinsufficient to purchasethe minimum basket of goodsand services, including thebascfood
basket) and extreme poverty (income insufficient to purchase the basic food basket), for the urban and the
rurd populations. Asof January 1999, the levels for each, based on monthly household income, were:

Relative Poverty Poverty Line Extreme Poverty Poverty Line
Urban C2,590 (US$296) Urban C1,295 (US$148)
Rura C1,808 (US$206) Rura C904 (US$103)

The Center for the Defense of the Consumer (Centro parala Defensadd Consumidor—CDC), an NGO,
has aso developed poverty lines for a family of 4.2 persons, based on the cost of a basic food basket
(canasta minima familiar)—extreme poverty—and the cost of an expanded basket of food and other
goods and services such ascleaning and persond hygiene products and some basic services such aswater,
eectricity, gas for cooking, and trangportation (canasta basica ampliada)—rdative poverty. According
to the CDC, for November 1998, the extreme poverty line was C2,236.82 per month, with 23.3 percent
of the urban and 33.6 percent of the rurd population below this poverty line, and the relive poverty line
was C2,619.78 per month, with 30.5 percent of the urban and 32.5 percent of the rural population below

6 Social Security Administration, Social Security Programs Throughout the World - 1997 (Washington: U.S.
Government Printing Office, August 1997), pp. 115-117.
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this poverty line.’

A compendium of poverty and income didribution satistics prepared by the Internationa Labor
Organizatior? reports severa sets of measures of anationa poverty line for El Salvador:

for 1978, 32 percent of therura Salvadorian population was below therura poverty line of annua
per capitaincome of US$203 and 20 percent of the urban Salvadorian population was below the
urban poverty line of annua per capita income of US$317, with a nationad poverty rate of 27
percent.’

for 1990, 14.9 percent of the urban Salvadorian population was below the poverty line of a
monthly per capita income of US$30 in 1985 purchasing power parity adjusted US$ and 41.5
percent of the urban population was below the poverty line of amonthly income of US$60in 1985
purchasing power parity adjusted US$.1°

for 1980, 76 percent of the rurad Salvadorian households were below the poverty line.t

’ Centro paralaDefensadel Consumidor (CDC), “Tasade Inflacion Mensual y Acumulada: Costo Ponderado
de Canasta Minima Familiar y Canasta Ampliada, CDC-DIGESTY C: Breve andlisis a noviembre de 1998," public
submi ssion by the Chicago Religious L eadership Network on Latin America(CRLN) inresponseto the U.S. Department
of Labor’sFederal Register notice of June 30, 1999.

8 Hamid Tabatabai, Satistics on Poverty and Income Distribution: An ILO Compendium of Data (Geneva:
International Labour Office, 1996), p. 60.

9 The estimates are referenced as originating from the World Bank, Social Indicators of Development 1988
(Washington: World Bank, 1988). The poverty estimates are based upon an estimated absol ute poverty income level
below which aminimal nutritionally adequate diet plus essential non-food requirements are not affordable. According
tothe UN’ sFood and Agriculture Organization (FAO), The I mpact of Devel opment Strategies on the Rural Poor (Rome:
FAOQ, 1988), p. 7, the poverty lineswere determined by: (1) identifying thefood basket consumed by low-income groups
inthe country (taken to be the 20" percentile of the household income distribution); (2) estimating the quantitiesof that
food basket necessary to provide the minimum calories and proteins required for nutritional needs; (3) costing the
minimum food basket at appropriate retail market prices; and (4) adding the estimated monetary equivalent of essential
non-food needs (clothing, shelter, etc.). See Tabatabai, Statistics on Poverty and Income Distribution: An ILO
Compendium of Data, p. 139.

10 The estimates are referenced as originating from George Psacharopoulos, Samuel Morely, Ariel Fiszbein,
Haeduck Lee, and Bill Wood, Poverty and IncomeDistributionin Latin America: The Sory of the 1980s, Latin America
and the Caribbean Technical Department, Regional Studies Program, Report No. 27 (Washington: World Bank, 1993),
pp. 62-69. The study is based on national-level household surveys compiled by the Economic Commission for Latin
Americaand the Caribbean (ECLAC) and the World Bank. The poverty lines, in 1985 purchasing power parity adjusted
USS$, were converted into national currencies, but were not provided in the ILO compendium. See Tabatabai, Statistics
on Poverty and Income Distribution: An1LO Compendium of Data, p. 138.

1 The estimate is referenced as originating from the UN Economic Commission for Latin America (ECLA),
“Notas sobre la Evolucion del Desarrollo del 1stmo Centroamericano hasta 1980,” mimeographed , Mexcio City (1982),
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I for 1991/92, 55.7 percent of therural and 43.1 percent of the urban Salvadorian householdswere
below the poverty ling, with anationa household poverty rate of 48.2 percent.’

The World Bank reports' that, in 1992, 48.3 percent of the Salvadoran popul ation was below the national
poverty line, with 43.1 percent of the urban population and 55.7 percent of therurd population living below
the nationd poverty line.

The World Bank reported in 1994 that those in poverty and extreme poverty are predominantly in rurd
areas of El Salvador.'* Sixty one percent of al the country’s poor and 67 percent of the extremely poor
live in rural areas. The incidence of poverty is lowest in the San Salvador metropolitan area with 24
percent of the country’s poor and 14 percent of the extremely poor. Poverty is largely a problem of
underemployment and low productivity rather than one of widespread unemployment. The mgority of the
rura poor are engaged in agriculture as self-employed or salaried workers. Themgority of the urban poor
are engaged in informa sector activitiesin the commerce, cottage manufacturing, and agricultural sectors.
Poor female-headed househol ds make up alarge share of poor householdsin urban areas, but this pattern
does not hold for rural aress.

MEETING WORKERS NEEDS

Thereislittle conclusive evidence on the extent to which wages and non-wage benefitsin the footwear or
appard industriesin El Savador meet workers basic needs. Someinformation from U.S. Department of
State or U.S. Embassy reports indicates more generdly that the minimum wage with benefits does not
provide a decent standard of living for aworker and family in El Sdvador.®® The U.S. Embassy has not
found any studies on the living wage in El Sdvador.

p. 21. No further information is provided in the ILO compendium. See Tabatabai, Statistics on Poverty and Income
Distribution: An ILO Compendium of Data, p. 60.

12 The estimates are referenced as originating from the World Bank, El Salvador: The Challenge of Poverty
Alleviation, Report No. 11380-UG (Washington: World Bank, 1994), p. 11. Nofurther informationisprovidedinthelLO
compendium. See Tabatabai, Statistics on Poverty and Income Distribution: An ILO Compendium of Data, p. 60.

13 World Bank, World Devel opment Report 1998-99 (New Y ork: Oxford University Press, 1999), p. 196.

14 world Bank, The Chal lenge of Poverty Alleviation (Washington: World Bank, 1994), p. 5.

Bus Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 628.
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GUATEMALA:!
MINIMUM WAGE

A trilateral committee representing labor, management, and the Ministry of Labor is named each year to
make recommendations for increasesin the minimumwage.  Traditionaly, business has been represented
by persons chosen by CACIF (the “umbredld’ business chamber that includes commercid, industrid,
agriculturd, and financia interests), labor isrepresented by persons sel ected by thelarger labor federations,
and the Ministry of Labor isrepresented by the Minister of Labor or hisor her representative. In the event
that agreement is not possible, the government may decree such increases. Such has been the case for the
past two years, snce the tripartite committee has been unable to agree to any changes in the minimum
wage. Asaresult, both in December 1997 and January 1999, the President has exercised his authority
asthe chief executive to mandate changes in the minimum wage.

The minimum-wage leve is established for each industry, with an effort to recognize the different job skills
prevaent in some indudtries. New minimum wage levels set for certain industries need not be set across
the board.

In January 1999, the Ministry of Labor announced that the President had decided to increase the minimum
wage by 10 percent. As aresult, the agriculturd daily minimum wage is currently 19.64 quetzales (Q),
about 2.87 U.S. dollars (US$) at the exchange rate of Q6.85 to US$1, while the daily nonagriculturd
minimum is Q21.68 (US$3.16). The table below presents the minimum wage rates for prior years.

Daily Minimum Wage Rates, 1991-99

Period Industrial Workers Farm Workers

Q) (US$) Q) (US$)
Late 1991-September 1994 14.00 2.42 11.60 2.00
October 1994-December 1995 16.00 2.80 14.50 2.55
January 1996-November 1997 17.60 2.93 15.95 2.66
December 1997-December 1998 19.71 3.03 17.86 2.75
January 1999- 21.68 3.16 19.64 2.87

Source: U.S. Department of State, Country Reports on Human Rights Practices, Guatemala, Section 6e, 1993-98.

LUnless noted otherwise, information presented here is from American Embassy—Guatemala, unclassified
telegram No. 784 (February 26, 1999).
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The lega workday is 8 hours, and the workweek is 44 hours, but a tradition of longer hours remainsin
place due to economic conditions. The amended Labor Code requires aweekly rest period of at least 24
hours?

PREVAILING OR AVERAGE WAGE

The average “ core’ daly wage in the maguilaapparel sector is Q35 (US$6.11). By law, dl workersare
paid an additiona two months of salary per year (an aguinaldo at Chrismas and a* 14th month bonus’
in duly). Market conditions usualy compe employers to offer food and transport subsidies as well a
performance bonuses. Some companies aso offer ahedth clinic on premises.

The table below presents available data from the International Labor Organization (ILO) on average
monthly earnings (direct wages per worker) in Guatemaa for al employees in the manufacturing sector.
They include pay for time worked, paid leave, bonuses, and other benefits paid directly to the employee,
but not the cost of socid insurance programs.® Data were not available from the ILO on average weekly
hours worked by production workers in manufacturing or in the textile and gppard industries. Current
average earnings, which are reported by the ILO in the nationd currency, were converted to US$ using
the annud average exchange rate published in the International Monetary Fund' sinternational Financial
Satistics (March 1999). To track changes in red earnings (i.e., earnings adjusted for inflation), ared
earnings index was computed by deflating current earningsin the nationd currency with theannua average
nationa consumer priceindex as published in the Internationad Monetary Fund' sinternational Financial
Satistics (March 1999), indexed to 1990 = 100.

Average Monthly Earningsin All Manufacturing

Year All Manufacturing Real Earnings Index (Q; 1990=100)

[(0)] (US$) All Manufacturing
1990 474 106 100
1991 578 115 92
1992 686 133 99
1993 775 138 100
1994 868 151 101
1995 1138 196 122
1996 1369 226 132
1997 1430 236 126

Source: ILO, Yearbook of Labour Statistics, 1998, p. 890.

2us. Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 648.

3| nternational Labour Organization, Yearbook of Labour Statistics, 1998 (Geneva: International Labour Office,
1998), p. 805.
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NON-WAGE BENEFITS

Government mandated non-wage benefitsfor private-sector workers, paid by theemployer, areasfollows
(as a percentage of wages paid to the employee):*

7th day bonus on completion of work week 16.67 percent
Paid holidays (12 days per year) 3.84 percent
Paid vacation (15 days per year) 4.80 percent
July bonus (1 month’s salary) 8.33 percent
Christmas bonus (1 month’s salary) 8.33 percent
Severance pay (1 month’s pay for each year worked) 8.33 percent
Employeerecreation fund (IRTRA) 1.00 percent
Technical training fund (INTECAP) 1.00 percent
Social security 10.00 percent
Total 62.30 percent

Inaddition, female workers are granted maternity leave of 84 days, and one hour per day for 300 daysfor
breast-feeding after giving birth.

A U.S. Social Security Administration survey® elaborates on three non-wage benefit programs in which
employersin Guatemaamust participate on behdf of their employees: (1) asocia insurance sysemfor old
age, disability, and death benefits, which began in 1969, in which the insured person pays 1.5 percent of
their earnings, the employer pays 3 percent of the payroll, and the government pays 25 percent of the cost
of benefits paid; (2) another socid insurance program sickness (begun in 1946) and maternity (begun
in1953) benefits, inwhich theinsured person pays 2 percent of their earnings, the employer pays4 percent
of the payroall, and the government pays 2 percent of the payroll; and (3) work injury insurance, which
began in 1947 and the insured person pays 1 percent of their earnings, the employer pays 3 percent of the
payroll, and the government pays 1.5 percent of the payrall.

ASSESSING BASIC NEEDS: THE POVERTY LINE

Both the consumer price index and the development of poverty indicators fal within the purview of the
Nationd Statigtica Ingtitute (INE). A measure of extreme poverty is based on the cost of a basic food
basket that meets recommended daily calorie requirements (canasta basica de alimentos), and a more
comprehensive poverty measure is based on the cost of a market basket of goods and services (canasta
basica vital) that takes into account things a family needs to survive & a minima level such as food,
clothing, housing, repairs, trangportation, and entertainment. The poverty lines are based on an average

4 Embassy of Guatemala, public submission in responseto the U.S. Department of Labor’sFederal Register
notice of June 30, 1999.

®Social Security Administration, Social Security Programs Throughout the World - 1997 (Washington: U.S.
Government Printing Office, August 1997), pp. 150-151.
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family sze of 5.38 persons. In August 1998, the monthly cost of the basic food basket (extreme poverty
line) was Q1,155.86 (US$168.74) per family and the monthly cost of the basket of basic goods and
sarvices (poverty ling) was Q2,109.20 (US$307.91) per family.® According to one source,’” about 60
percent of the Guatemalan population is living in poverty and 20 percent in extreme poverty.

The U.S. Department of State reports that the United Nations Development Programme (UNDP) has
estimated that 80 percent of the Guatemdan population lives below the poverty line including
approximately 60 percent of those employed.® But the UNDP's Human Development Report 1999
reports that, in 1989-94, 58 percent of the Guatemaan population was below the national poverty linein
1989-94 and 53 percent of the population was below the internationa poverty line of US$1 per person
per day in 1985 purchasing power parity adjusted US$.°

Theworld Bank reports' that, in 1989, 76.8 percent of the Guatemalan population was below the
international poverty line of US$2 per person per day and 53.3 percent of the population was below the
internationd poverty line of US$1 per person per day, bothin 1985 purchasing power parity adjusted USS$.

A compendium of poverty and income digtribution satistics prepared by the International Labor
Organization™ reports several of measures of anationa poverty line for Guatemda:

! for 1978, 74 percent of the rurd Guatemalan population was below the rurd poverty lineand 66
percent of the urban population was below the urban poverty line, with anationa poverty rate of
71 percent.'?

6 Embassy of Guatemala, public submission in response to the U.S. Department of Labor’sFederal Register
notice of June 30, 1999.

7 SeeCommissionfor the Verification of Corporate Codesof Conduct (COVERCO),Maquilasand Cost of Living

in Guatemala: A Preliminary Overview (Baltimore: Marianist Sharing Fund, October 1998), p. 7, which citesthesefigures
as coming from a June 1998 report Guatemala: Dissimilarities in Development (in Spanish) by the United Nations
Devel opment Programme.

8us. Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 648.

9 United National Development Programme (UNDP), Human Development Report 1999 (New York: Oxford
University Press, 1999), p. 147.

10 World Bank, World Devel opment Report 1998-99 (New Y ork: Oxford University Press, 1999), p. 196.

' Hamid Tabatabai, Satistics on Poverty and Income Distribution: An 1LO Compendium of Data (Geneva:
International Labour Office, 1996), pp. 60-61.

12 The estimates are referenced as originating from the World Bank, Social Indicators of Development 1988

(Washington: World Bank, 1988). The poverty estimates are based upon an estimated absol ute poverty income level
[but are not provided in the L O compendium] bel ow which aminimal nutritionally adegquate diet plus essential non-food
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for 1980, 83.7 percent of the rura Guatemaan population was below the rurd poverty line of a
per capita monthly budget of Q84 in second haf of the year 1988 prices and 47.0 percent of the
urban Guatema an popul ation was bel ow the urban poverty line of aper capitamonthly budget of
Q122 in second hdf of the year 1988 prices, with a nationa poverty rate of 71.1 percent; for
1986, 79.7 percent of the rura population was below the rura poverty line and 60.3 percent of
the urban population was below the urban poverty line, with a national poverty rate of 73.2
percent.’®

for 1989, 79.4 percent of the rurd Guatemalan population and 54.8 of the urban Guatemaan
population were below the poverty line of a monthly per capita income of US$60 in 1985
purchasing power parity adjusted US$, with anationa poverty rate of 70.4 percent.'

MEETING WORKERS NEEDS

requirements are not affordable. According to the UN’s Food and Agriculture Organization (FAO), The Impact of
Devel opment Strategiesonthe Rural Poor (Rome: FAO, 1988), p. 7, the poverty linesweredetermined by: (1) identifying
the food basket consumed by | ow-income groupsin the country (taken to be the 20" percentile of the househol dincome
distribution); (2) estimating the quantities of that food basket necessary to provide the minimum calories and proteins
required for nutritional needs; (3) costing the minimum food basket at appropriateretail market prices; and (4) adding the
estimated monetary equival ent of essential non-food needs(clothing, shelter, etc.). See Tabatabai, Statisticson Poverty
and Income Distribution: An ILO Compendium of Data, p. 139.

13 The estimates are referenced as originating from the Economic Commission for Latin America and the
Caribbean (ECLAC),Magnitud dela Pobreza en América Latina en los Afios Ochenta (Santiago: ECLAC, 1990), pp. 24;
115-116. Thetabulationsare based on household surveys and use amethodol ogy that sets poverty lines based on the
minimum per capita food-energy needs for age- and sex-specific minima as recommended by the FAO/WHO. The
composition of the food basket takesinto account the prevailing national dietary habits. The cost of the minimum food
basket is evaluated using retail pricesfor the lowest quality varieties in the capital city or its metropolitan area (prices
prevailinginother citiesandinrural areasweregenerally unavailable). Minimumfood budgetsfor other urban areasare
set at 5 percent below the capital's, and for rural areas at 25 percent below the capital's. Averagesfor urban areas and
at the nation level are calculated using population weights. To reflect minimum expenditures on non-food needs, the
urban poverty lineis set at double the corresponding minimum food budget, and the rural poverty line at 75 percent
above the cost of the rural minimum food basket. The poverty linesin national currencieswere not providedinthelLO
compendium. The ECLAC methodology is discussed more fully in J.C. Feresand A. Ledn, “ The Magnitude of Poverty
inLatin America,” CEPAL Review, No. 41 (August 1990), pp. 133-151. SeeTabatabai, Statisticson Poverty and Income
Distribution: An ILO Compendium of Data, p. 137.

1% The estimates are referenced as originating from George Psacharopoulos, Samuel Morely, Ariel Fiszbein,
Haeduck L ee, and Bill Wood, Poverty and Income Distributionin Latin America: The Story of the 1980s Latin America
and the Caribbean Technical Department, Regional Studies Program, Report No. 27 (Washington: World Bank, 1993),
Table 13.1 and pp. 62-69. The study is based on national-level household surveys compiled by the Economic
Commission for Latin America and the Caribbean (ECLAC) and the World Bank. Thepoverty lines, in 1985 purchasing
power parity adjusted US$, were converted into national currencies, but were not providedin the ILO compendium. See
Tabatabai, Statistics on Poverty and Income Distribution: An ILO Compendium of Data, p. 138.
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Thereislittle conclusve evidence on the extent to which wages and non-wage benefits in the footwear or
gopard indudriesin Guatemala meet workers basic needs. Some information from U.S. Department of
State or U.S. Embassy reports indicates more generdly that the minimum wage is insufficent to provide
a decent standard of living for a worker and family. Although the law sets minimum wages, the legdly
mandated minimum wage for most unskilled and semiskilled workers is not dways paid.® The U.S.
Embassy reports that neither the Ministry of Labor nor loca labor federations know of any localy-
developed sudies on theissue of a“living wage’ in Guatemaa

According to the U.S/Guatemala Labor Education Project (Proyecto de Solidaridad Laboral
EUA/Guatemaa), Article 130 of the Guatema an Labor Code contains the following sentence:’®

Every worker has the right to receive a minimum salary that covers his norma meterid,
mora and cultural needs, and that permits him to satisfy his duties as heed of family.

Bus Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 648.

16 Copy of aletter of December 12, 1997, from Stephen Coats to Karen Leahy and Jeff Hermanson; public

submission by the Chicago Religious L eadership Network on Latin America(CRLN) in responseto the U.S. Department
of Labor’sFederal Register notice of June 30, 1999.

11-55



HONDURAS
MINIMUM WAGE

Minimum wages are set according to economic sector and geographic area; they cover only private sector
workers and exclude managers, adminigtrators, and professionals, and domestic service workers. The
tripartite Minimum Wage Commisson etablishes the minimum wage by consensus, taking as abase the
annua economic study prepared by the Directorate Generd of Sdaries under the Ministry of Labor and
Socia Security. Inthe event the Commission is unable to come to a consensus within the period required
by law, the President has the legd authority to increase the minimum wage.

The federa government normally sets new minimum wage levels in January of eech year. In November
1998, however, consultations between the government and representatives of employers and workersin
the wake of Hurricane Mitch resulted in a governmenta decision to freeze nationd minimum wage levels
at ther current levels through June 1999. The Minimum Wage Commisson will convene in June to
determine whether minimum wage levels should be adjusted, and if so, whether new levelswould be made
retroactive. The officid daily minimum wage in lempiras (L)—1 U.S. dollar (US$) is equivdent to 14
lempiras—for workersin the maguiladora(i.e., appardl and footwear) sector was L 24.50in 1995, L 30.00
in 1996, L39.65 in 1997, and L46.80 in 1998 and to date in 1999.

Minimum wages vary by economic sector and geographical zone, with the lowest rates occurring in the
non-export agricultura sector and the highest ratesin the export sector. Urban-zone workers earn dightly
morethan thosein thecountry. Thelaw prescribesamaximum 8-hour workday and a44-hour workweek.
Thereis arequirement of at least one 24-hour rest period every 8 days.?

PREVAILING OR AVERAGE WAGE
M ost maquiladorasin Honduras basetheir wage sca eson production and efficiency, so that the basicwage
of the average |aborer in the gpparel and footwear sectors fluctuates between double and triple the officiad

minimum wage.

No datawere available for Honduras from the International Labor Organization (ILO) on average wages
or hours worked in the manufacturing sector or in the apparel or footwear industries.

1 Unless noted otherwise, information presented here is from American Embassy—T egucigal pa, unclassified
telegram No. 979 (March 26, 1999).

2us Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 679.
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NON-WAGE BENEFITS

Honduran workers are exempt from paying taxes on the first L 70,000 of income, and they can deduct an
additional L20,000 for medica and educationd expenses. Honduran companies are required by law to
make the following contributions, based on their globd payralls, to the government:

. 7 percent to the Honduran Socid Security Ingtitute, which provides basic medicd attention to dl
workers,

. 1.5 percent to the Socia Housing Fund, which provides limited housing subsidies; and

. 1 percent to the Nationd Indtitute for Professona Development, which providesjob training.
Companies dso are required by law to make the following direct payments to their employees:

. one day’s additiona salary each week;

. one day’ s additiond sdary for each of 11 nationa holidays;

. annud paid vacation equivaent to 10, 12, 15, or 20 workdays, based after 1, 2, 3, or 4 years,
respectively, of service,

. bonus payments of amonth’s sdary in June and December of each year;

. an annua educationa bonus, based on a percentage of annua sdary;

. maternity and lactation bonuses; and
. severance or retirement payments for workerslaid off or dismissed without cause, based on years
of employment.

Most Honduran maquiladoras voluntarily subsidize trangportation and meals for their employees, and
provide bonuses for efficiency, punctudity, and informa holidays, such as Mother’s Day.

A U.S. Socid Security Administrationsurvey® elaborates on four different non-wage benefit programsin
which employers in Honduras are required to participate on behaf of their employees: (1) old age,
disahility, death socid insurance program, begun in 1959, in which insured persons pay 1 percent of their
earnings, employers pay 2 percent of the payroll, and the government pays 1 percent of the payrall; (2)

3 Social Security Administration, Social Security Programs Throughout the World - 1997 (Washington: U.S.
Government Printing Office, August 1997), pp. 160-161.
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sckness and maternity benefits, first legidated in 1952, in which insured persons pay 2.5 percent of their
earnings, employers pay 5 percent of the payroll, and the government pays 2.5 percent of total covered
earnings, (3) work injury benefits, first begun in 1952, are included under sickness benefits above; and (4)
unemployment insurance, which has been part of the Labor Code since 1959 and requires employers to
pay dismissed employees alump sum based on length of service, not to exceed 11 months wages.

ASSESSING BASIC NEEDS: THE POVERTY LINE

The Planning Secretariat (SECPLAN) in the Office of the President of the Republic each year prepares
an anaysis of rdaive levels of poverty and potentia in which households nationwide are categorized as
“below the poverty ling” (broken down into “indigent” and “poor”) and “not poor.” Among the magor
indices analyzed are prices of baskets of basic goods (categorized by region), an annua survey of
household expenses, the proportion of total expenditures on food in household consumption, actual
reported and estimated unreported incomes, and real incomes adjusted by region. The Planning Secretariat
hasyet to issueits 1998 andysis, asit isin the process of compensating for nationwide shortfalls of goods,
services, and incomein the wake of Hurricane Mitch. Its estimates of levels of poverty and potentid, by
percentage of households, for 1995-1997, are:

Household Description 1995 1996 1997
Indigent 47.4 53.7 48.4
Poor 20.4 15.0 174
Below the poverty line (indigent + 67.8 68.7 65.8
poor)

Not poor 32.3 313 34.2

The Honduran Women'’s Collective (Colectiva de Mujeres Hondurefias—CODEMUH) has preformed
an andysis of the socia conditions and well-being of maquila workers in Honduras* The andysis
compares the minimum wage of amaquilaworker (L46.80 per day) to the cost of amarket basket of basic
goods and sarvices for afamily of five (canasta basica familiar y vivienda) as compiled by officia
sources. The daily cost of this basic basket over the last 8 yearsis asfollows:.

1990 1991 1992 1993 1994 1995 1996 1997
Cost of Basic Market Basket
(for afamily of five; L per day) 16.43 23.59 25.28 27.76 34.64 42.95 55.43 69.10

The basic market basket for afamily (in 1997, L69.10 per day or L2,073 per month) excludes hedlth care,

4ColectivadeM ujeresHondurefias—CODEMUH, “ Esteesmi salario estaes... mi economia,” (Choloma, Cortés,
no date), which is based on information from the Heraldo Econémico; public submission by the Chicago Religious
L eadership Network on Latin America (CRLN) in response to the U.S. Department of Labor’s Federal Register notice
of June 30, 1999.
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trangportation, entertainment, and school expenses, which CODEMUH estimates would add L 700 per
month. This expanded market basket (canasta basica ampliada) for afamily of five would have cost
L2,773 per month in 1997.

A compendium of poverty and income didribution satistics prepared by the Internationa Labor
Organizatior? reports several sets of measures of anationa poverty line for Honduras:

for 1978, 55 percent of the rura Honduran population was below the rurd poverty line of an
annud per capitaincome of US$180 and 14 percent of the urban Honduran popul ation was below
the urban poverty line of an annua per capitaincome of US$255, with a nationa poverty rate of
37 percent.®

for 1992, 84 percent of the rura and 71 percent of the urban Honduran population were below
the poverty line, with anationa poverty rate of 78 percent.’

for 1989, 82.6 percent of therural and 54.4 percent of the urban Honduran popul ation were below

5 Hamid Tabatabai, Statistics on Poverty and Income Distribution: An ILO Compendium of Data (Geneva:
International Labour Office, 1996), p. 62.

® The estimates are referenced as originating from the World Bank, Social Indicators of Development 1987
(Washington: World Bank, 1987). The poverty estimates are based upon an estimated absol ute poverty income level
below which aminimal nutritionally adequate diet plus essential non-food requirements are not affordable. According
tothe UN’ sFood and Agriculture Organi zation (FAO), The | mpact of Devel opment Strategiesonthe Rural Poor (Rome:
FAOQ, 1988), p. 7, the poverty lineswere determined by: (1) identifying thefood basket consumed by |ow-income groups
in the country (taken to be the 20™ percentile of the household incomedistribution); (2) estimating the quantitiesof that
food basket necessary to provide the minimum calories and proteins required for nutritional needs; (3) costing the
minimum food basket at appropriate retail market prices; and (4) adding the estimated monetary equivalent of essential
non-food needs (clothing, shelter, etc.). See Tabatabai, Statistics on Poverty and Income Distribution: An ILO
Compendium of Data, p. 139.

’ The estimates are referenced as originating from special tabulations prepared for the ILO in 1995 by the
Economic Commission for Latin America and the Caribbean (ECLAC), which updated previous estimates in ECLAC,
Magnitud de la Pobreza en América Latina en los Afios Ochenta (Santiago: ECLAC, 1990). Thetabulationsarebased
on household surveys and use a methodology that sets poverty lines based on the minimum per capita food-energy
needs for age- and sex-specific minima as recommended by the FAO/WHO. The composition of the food basket takes
into account the prevailing national dietary habits. The cost of the minimum food basket iseval uated using retail prices
forthelowest quality varietiesinthe capital city or itsmetropolitan area(pricesprevailinginother citiesandinrural areas
were generally unavailable). Minimum food budgets for other urban areas are set at 5 percent below the capital's, and
forrural areas at 25 percent below the capital's. Averagesfor urban areas and at the nation level are calculated using
population weights. To reflect minimum expenditures on non-food needs, the urban poverty lineis set at double the
corresponding minimum food budget, and the rural poverty line at 75 percent above the cost of the rural minimum food
basket. The poverty linesin national currencies were not provided in the ILO compendium. The ECLAC methodol ogy
isdiscussed morefully in J.C. Feresand A. Ledn, “ The Magnitude of Poverty in Latin America,” CEPAL Review, No.
41 (August 1990), pp. 133-151. See Tabatabai, Statistics on Poverty and Income Distribution: AnlLO Compendium of
Data, p. 137.
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the poverty line of a monthly per capita income of US$60 in 1985 purchasing power parity
adjusted US$.2

for 1991, 73.0 percent of al Honduran families were below the poverty line of L150.3 per capita
per month for rura families and L309.1 per capita per month for urban families®

The World Bank reports' that, in 1992, 50 percent of the Honduran population was below the national
poverty line, with 56 percent of the urban population and 46 percent of the rura population living below
the nationa poverty line. For the sameyear, intermsof internationd poverty lines, the World Bank reports
that 75.7 percent of the Honduran population was below the internationd poverty line of US$2 per person
per day and 46.9 percent was below the international poverty line of US$1 per person per day, both in
1985 purchasing power parity adjusted USS.

MEETING WORKERS NEEDS

Thereislittle conclusive evidence on the extent to which wages and non-wage benefits in the footwear or
gopard industries in Honduras meet workers' basic needs. Some information from U.S. Department of
State or U.S. Embassy reports indicates more generdly that the minimum wage is consdered insufficient
to provide astandard of living abovethe poverty linefor aworker and family. Labor leaders have claimed
that the government hasignored sdary issues for workers earning above the minimum wage (for example
those in maguiladoras and in other industries such as banking) and have cdled for an across-the-board
increase of 40 percent for al workers! The U.S. Embassy has been unableto identify any loca study on
the “living wage’ and consders it likdy that none exigts, as the “living wage’ is virtudly unknown in
Honduras as apalitical or socioeconomic concept.

8 The estimates are referenced as originating from George Psacharopoulos, Samuel Morely, Ariel Fiszbein,
Haeduck Lee, and Bill Wood, Poverty and IncomeDistributionin Latin America: The Story of the 1980s, Latin America
and the Caribbean Technical Department, Regional Studies Program, Report No. 27 (Washington: World Bank, 1993),
Table 13.1 and pp. 62-69. The study is based on national-level household surveys compiled by the Economic
Commission for Latin Americaand the Caribbean (ECLAC) and the World Bank. The poverty lines, in 1985 purchasing
power parity adjusted US$, were converted into national currencies, but were not providedin the ILO compendium. See
Tabatabai, Statistics on Poverty and Income Distribution: An ILO Compendium of Data, p. 138.

% The estimate is referenced as originating from Jorge Navarro, “Poverty and Adjustment: The Case of
Honduras’, CEPAL Review, No. 49 (April 1993), pp. 91-101. The study is based on the Multipurpose Permanent
Household Surveys conducted by the Ministry of Planning, Coordination and the Budget (SECPLAN). The SECPLAN-
defined basket of staple foods is costed at urban and rural prices compiled by the Central Bank. The food share is
assumed to be 50 percent in the urban areas and 75 percent in therural areas. See Tabatabai, Statisticson Poverty and
Income Distribution: An ILO Compendium of Data, p. 162.

10 World Bank, World Devel opment Report 1998-99 (New Y ork: Oxford University Press, 1999), p. 196.

Hus Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 679.
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HONG KONG*
MINIMUM WAGE

Wage levelsin Hong Kong are customarily fixed by individua agreement between employer and employee.
There is no satutory minimum wage except for foreign domestic workers. The minimum wage rate for
foregn domestic workers was 3,750 Hong Kong dollars (HK$) per month in 1995 and 1996. As of
December 1996, this rate was increased toits current level of HK$3,860, about 500 U.S. dollars (US$),
per month.?

PREVAILING OR AVERAGE WAGE

Due to risng costs, Hong Kong apparel and footwear manufacturers have shifted most of their production
capacity to mainland China. As aresult, the number of Hong Kong workers employed by the apparel
sector hasfallenfrom 120,000 in 19930 45,000in 1998. During the same period, the number of workers
inthefootwear industry hasdeclined from 1,350 to fewer than 200. The Censusand Statistics Department
stopped compiling wage data on the footwear industry in 1994 because the number of workers employed
by the industry had fdlen to such alow leve.

The table below presents available datafrom the Internationa Labor Organization (ILO) on average daily
earnings (direct wages per worker) in Hong Kong for production workersin the manufacturing sector and
in the gpparel and footwear indugtries. They include pay for time worked, paid leave, bonuses, and other
benfits paid directly to the employee, but not the cost of socia insurance programs® Average hours
worked per week by production workersin manufacturing were 44.4 for the years 1990 through 1997;*
however, no datawereavailablefromtheILO for average hoursworked per week by production workers
in the apparel or footwear industries. Current average earnings, which are reported by the ILO in the
nationa currency, were converted to US$ using the annua average exchange rate published in the
Internationa Monetary Fund’ sinternational Financial Satistics(March1999). Totrack changesinreal
eanings (i.e, earnings adjusted for inflation), a red earnings index was computed by deflating current

1 Unless noted otherwise, information presented here is from American Consul—Hong Kong, unclassified
telegram No. 1193 (February 26, 1999).

2us Department of State, Country Reports on Human Rights Practices for 1997 (Washington: U.S.
Government Printing Office, March 1998), p. 753.

3| nternational Labour Organization, Yearbook of Labour Statistics, 1998 (Geneva: International Labour Office,
1998), p. 805.

#|nternational Labour Organization, Yearbook of Labour Statistics, 1998 (Geneva: International Labour Office,
1998), p. 745.
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earnings in the nationa currency with the annua average nationd consumer priceindex as published inthe
Internationa Monetary Fund'’ slnter national Financial Statistics (March 1999), indexed to 1990 = 100.

Average Daily Earningsin All Manufacturing, Appar €, and Footwear

Year All Manufacturing Apparel Footwear Real Earnings Index (HK$; 1990=100)
(HK$)  (US$) (HK$) (US$) (HK$) (US$) Manuf. Apparel Footwear

1990 179.5 23.04 171.6 22.03 1825 23.43 100 100 100

1991 200.7 25.83 188.0 2419 1935 24.90 100 98 95

1992 218.6 28.24 201.3 26.01 191.9 24.79 100 96 86
1993 241.7 31.25 2126 27.48 na na 102 94 na

1994 266.6 3450 231.0 29.89 na na 104 94 na

1995 278.0 3594 2385 30.83 na na 100 89 na

1996 296.9 38.39 247.2 31.96 na na 100 87 na

1997 322.6 41.67 261.1 33.72 na na 103 87 na

1998 336.0 43.38 250.5 32.34 na na 104 81 na

Note na= not available.
Source: ILO, Yearbook of Labour Statistics, 1998, p. 903. For 1998, Census and Statistics Department, Hong Kong
Special Administrative Region, Half-Yearly Report of Wage Statistics (March 1998 and September 1998), Table 6.

NON-WAGE BENEFITS

Hong Kong provides no specid government-mandated non-wage benefits or tax creditsfor workersinthe
gppardl and footwear industry. Like other workers, however, they are covered by employer-sponsored
workmen’ scompensation and receive an end-of -year payment equal to onemonth’ ssdary, aswell as7-14
days of annud leave (depending on length of service), sick leave, and 10 weeks of maternity leave.

A U.S. Socid Security Administration survey® elaborates on severa non-wage benefits programsin Hong
Kong: (1) old age, disability, and desath benefits program is a dud universa and socid assstance system
program that was begun in 1971 and for which the government pays the entire cost; (2) sickness and
maternity benefits and work injury benefits programs are part of a dua employer ligbility and socid
ass stance systemn that was begun in 1968 and for which the employer paysthe entire cost of the employer
ligbility program and the government pays the entire cost of the comprehensive socid security system; (3)
unemployment benefits, begun in 1977, is a socid assstance system in which the government pays the
entire cost; and (4) family alowances program, begun in 1971, in which the government pays the entire
cost.

ASSESSING BASIC NEEDS: THE POVERTY LINE

The Hong Kong Government has not established an officid poverty line. In discussons with legidators,
government officias have noted that some international studies have recommended setting the poverty line

®Social Security Administration, Social Security Programs Throughout the World - 1997 (Washington: U.S.
Government Printing Office, August 1997), pp. 162-163.
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at one-hdf the median household income. In Hong Kong, the median household monthly incomein 1998
was HK$18,000 (approximately US$2,300); one-half of that would be HK$9,000 (approximately
US$1,150). Government officids have dso reported that, in 1998, 329,800 households (16.4 percent of
dl households) had monthly incomes below HK$8,000 (roughly US$1,030) and 231,400 households
(11.5 percent of al households) had monthly incomes below HK$6,000 (about US$770). The number
of persons earning lessthan HK $6,000 amonth in 1998 totaled 410,000, of which 310,000 werewomen.

In 1998, a meeting of the Pand on Welfare Services reviewed methods and studies to assess poverty in
Hong Kong and noted several results®

1 A December 1996 study by the Hong Kong Council of Socid Service (HKCSS) and Oxfam Hong
K ong found 640,000 personsin Hong Kong (11 percent of the population) lived in abject poverty.

A September 1997 study by the Hong Kong Socia Security Society (HKSSS) found 850,000
persons in Hong Kong (13 percent of the population) lived in abject poverty; the study used a
poverty line of HK$2,500 per person per month and was based on 1996 official census data.

A October 1997 proposa by some Hong Kong academics to use the number of recipients of
Comprehendve Socia Security Assstance (CSSA) as a proxy for the number of poor in Hong
Kong. The cost of basic needs method is used by the government as a reference point in
determining CSSA assstance payments. According to aSocia Welfare (Socia Security) officid,
the average payment to an individuad under the CSSA program was HK$3,000 per month and
compared favorably totheU.S. poverty standard of US$14.40 per person per day,” or HK $3,500

per person per month.

MEETING WORKERS NEEDS

Thereislittle conclusive evidence on the extent to which wages and non-wage benefits in the footwear or
gopardl indudtriesin Hong Kong meet workers' basic needs. Someinformation from U.S. Department of
State or U.S. Consulate Genera reports indicates more generdly that the average wage in Hong Kong
generdly provides adecent standard of living for aworker and family, but two-income households are the
norm. Foreign domestic workers—the only workersin Hong Kong covered statutorily by minimum wage
provisons—have a decent standard of living because the law requires employers to provide foreign
domestic workerswith housing, worker’ s compensation insurance, travel alowances, and medsor amed

® Provision Legislative Council, Panel on Welfare Services(Minutes), PLC Paper No. CB(2) 1476 (Hong Kong,
March 24, 1998), Item |, The Measurement of Poverty (Research Report RP 07/PLC, PLC Paper No. CB(2) 1196).

"This probably refersto aninternational poverty measurefor industrial countries, which isused by the United
Nations Development Programme (UNDP),that covertsthe U.S. poverty lineinto 1985 purchasing power parity adjusted
US$. See United Nations Development Programme, Human Devel opment Report 1998 (New Y ork: Oxford University
Press, 1998), p. 186.
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dlowance in addition to the minimum wage? The Consulate Genera has been unable to find any studies
on the living wage in Hong Kong.

8us. Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 886.
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INDIA?
MINIMUM WAGE

The minimum wage is based on the Minimum Wages Act of 1948.2 Sating the minimum wagesin India
isthe respongbility of the respective sate governments. Thereisno uniform nationa minimum wagein the
country. Minimum wages vary by skill leve, industry, and sate® Thereis no prescribed minimum wage
for either the apparel or the footwear industry in any of the states where these products are manufactured.

The Minimum Wages Act is primarily gpplicable to workersin the unorganized (hon-unionized) sector and
empowers both the federal and state governments to fix and revise the minimum wage rates for the
occupations which are covered by the Act and are under their respective jurisdictions* The occupations
liged under the federd sphere totd 40, and include agriculture, mining, and road congtruction. The
occupations listed under the state sphere vary from gate to state, and range in number from 5 in Manipur
to 72in Bihar. In the organized sector, wages are normally set by collective bargaining; however, in some
industries (e.g., newspaper, cement, and sugar), wage boards have been established.

Ranges of minimum wagesfor certain sates as of November 1, 1996 are given below in Indian rupees (Rs)
and U.S. dollars (US3$)>

1Unless noted otherwise, information presented here is from American Embassy—New Delhi, unclassified
telegram No. 2350 (March 24, 1999).

2 See Gerald Starr, Minimum Wage Fixing: An International Review of Practices and Problems (Geneva:
International Labour Office, 1981; second printing with corrections, 1993), p. 67.

3 For alisti ng of industries covered under the Minimum Wages Act for which the central government may set
minimumwages, the detail ed schedul e of minimumwageratesit hasset, and the detail ed schedul e of minimumwagerates
by occupation/skill/industry set by each state under the Act, seeR.K.A. Subrahmanyaand Parduman Singh, Minimum
WagesinIndia: Scheduled Employmentsand Ratesof MinimumWages (New Delhi: Social Security Associationof India
and Friedrich Ebert Stiftung, 1995). For excerptsfrom basic documents, reports, special commission recommendations,
and court judgmentsrelated to minimumwagesin India, see R.K.A. Subrahmanyaand Parduman Singh, MinimumWages
inIndia: Basic Documents (New Delhi: Social Security Association of Indiaand Friedrich Ebert Stiftung, 1995).

4 American Embassy—New Delhi, unclassified telegram No. 1344 (February 19, 1998).
5 American Embassy—New Delhi, unclassified telegram No. 1344 (February 19, 1998). Minimumwageratesas

of November 1, 1996 were the latest available figures; conversion to U.S. dollars was made using the February 1998
exchange rate of Rs38.50 to US$1.
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State Rs per day USS per day

Andhra Pradesh 35.00 - 63.00 091 - 164
Bihar 27.30 - 39.70 071 - 103
Gujarat 34.00 - 57.90 088 - 150
Haryana 51.57 - 5557 134 - 144
Karnataka 26.00 - 37.32 068 - 097
Maharashtra 9.25 - 80.35 024 - 209
Punjab 55.73 - 58.28 145 - 151
Delhi 64.50 - 68.00 168 - 177

The Factories Act defines afactory asaunit which employs 10 or more workers and utilizes power for its
operations or hasaminimum of 20 workersbut doesnot use power for itsoperations. The Act establishes
an 8-hour workday, a 48-hour workweek, and various standards for working conditions.®
PREVAILING OR AVERAGE WAGE

The broad range of prevailing wagesin the gppardl and footwear industries by skill leve is:

Apparel

Unskilled Rs 35 to 70 per day (US$0.83 to 1.65 per day)
Skilled Rs 80 to 150 per day (US$ 1.89 to 3.55 per day)
Footwear

Unskilled Rs 30 to 50 per day (US$0.71 to 1.18 per day)
Skilled Rs 60 to 110 per day (US$ 1.42 to 2.60 per day)

The table below presents available data from the International Labor Organization (ILO) on average
monthly earnings (direct wages per worker) in India for production workers in the manufacturing sector
and in the combined apparel and footwear industries. They include pay for time worked, paid leave,
bonuses, and other benefits paid directly to the employee, but not the cost of social insurance programs.”
Average hours worked per week by al employees were 46.5 in al manufacturing and 46.6 in the
combined apparel and footwear industries for the years 1990 through 19958 Current average earnings,
which are reported by the ILO in the nationa currency, were converted to US$ using the annua average
exchange rate published inthe International Monetary Fund' sinternational Financial Satistics (March

bus. Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 1915.

" International Labour Organization, Yearbook of Labour Statistics, 1998 (Geneva: International Labour Office,
1998), p. 805.

8 International Labour Organization, Yearbook of Labour Statistics, 1998 (Geneva: I nternational Labour Office,
1998), p. 745.
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1999). To track changesin red earnings (i.e,, earnings adjusted for inflation), ared earnings index was
computed by deflating current earnings in the nationd currency with the annua average nationa consumer
price index as published in the Internationad Monetary Fund' sinternational Financial Statistics (March
1999), indexed to 1990 = 100.

Average Monthly Earningsin All Manufacturing and Appare and Footwear

Year All Manufacturing Apparel & Footwear Real Earnings Index (Rs; 1990=100)
(Ry) (USH) (Rs) (US$H) Manuf. Apparel & Footwear

1990 988.4 56 889.3 51 100 100

1991 1,019.3 45 1,001.3 44 91 99

1992 932.6 36 975.0 38 74 86

1993 977.4 32 773.0 25 73 64

1994 960.4 31 1,027.8 33 65 77

1995 1,211.0 37 1,196.4 37 74 82

1996 na na na na na na

1997 na na na na na na

ote: na= not available.

Source: ILO, Yearbook of Labour Statistics, 1998, p. 904.

NON-WAGE BENEFITS

Mandated non-wage benefits for Indian workers are provident fund (socid security), hedth insurance,
yearly bonus, and severance pay. However, al these benefits are gpplicable only in establishmentsthat fall
under the Factories Act. A large number of small footwear and apparel manufacturing unitsdo not come
under the provisons of the Factories Act. Many of these units manufacture for domestic consumption and
not for the export markets.

A U.S. Socid Security Adminigtration survey® elaborates on four different non-wage benefit programsin
India, which apply only to workersin firms covered by the Factories Act: (1) old age, disability, and death
benefit programsare comprised of the provident (begunin 1952), pension (begunin 1995), gratuity (begun
in 1972), and insurance (begun in 1976) funds. The provident fund provides alump-sum (total employee
and employer contributions plus interest) old age benefit, into which the insured person pays 10 percent
of their earnings and the employer pays 10 percent of their payroll plus 0.65 percent of payroll for
adminigration. The pension fund providesan old-age monthly pension, into which theemployer pays8.33
percent of their contributions to the provident fund and the government pays 1.16 percent of the payroll.
The gratuity fund pays alump-sum (15 days wages for each year of continuous service) and is financed
entirely by the employer who pays about 4 percent of the payroll. The insurance fund pays alump-sum
(up to Rs35,000) and is dso financed entirely by the employer who pays 0.5 percent of the payroll plus
0.01 percent toward adminigration. (2) sickness and maternity benefits, begun in 1948, in which the

9 Social Security Administration, Social Security Programs Throughout the World - 1997 (Washington: U.S.
Government Printing Office, August 1997), pp. 170-172.
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insured person pays 1.75 percent of their earnings (nonefor employeeswhose averagedally wageisbe ow
Rs25), employers pay 4.75 percent of the payroll of covered employees, and the State governments pay
12.5 percent of the cost of medica benefits; (3) work injury benefits, begun in 1923, which are now part
of the socid insurance system and have the same source of funds maternity and sickness benefits; and (4)
unemployment insurance, which is a part of the labor code and requires employers to pay severance
indemnity of 15 days average pay for each year of employment; eleven dates have indituted temporary
unemployment programs funded by the government.

ASSESSING BASIC NEEDS: THE POVERTY LINE

The poverty line in India is defined as the expenditure required for a daily caorie intake of 2,400 per
person in rura areas and 2,100 in urban areas. The government estimates this expenditure at Rs228.9
(US$5.41) per capitaper monthin rural areas and Rs264.1 (US$6.24) in urban areas at 1993-94 prices.
The poverty lineis estimated periodically by conducting sample surveys. Thesesurveysare carried out by
the government’ s centrd Statistical organization.

A compendium of poverty and income digtribution satistics prepared by the International Labor
Organization™® reports numerous sets of measures of anationd poverty line for India:

! For 1979, 51 percent of the rura Indian population was below the rura poverty line (annud per
capitaincomeof US$114), 40 percent of the urban Indian popul ation was bel ow the urban poverty
line (annual per capitaincome of US$132), with anationa poverty rate of 48 percent.'*

For 1979/80, 53.3 percent of therurd Indian population wasbelow therura poverty line (monthly
per capita expenditure of R$49.09 in 1973/74 rurd prices) and 43.0 percent of the urban Indian
population was below the urban poverty line (monthly per capita expenditure of R56.64 in
1973/74 urban prices), with anationa poverty rate of 51.1 percent;

for 1987/88, 32.7 percent of the rura population was below the same rurd poverty line, 19.4

10 Hamid Tabatabai, Statistics on Poverty and Income Distribution: An ILO Compendium of Data (Geneva:
International Labour Office, 1996), pp. 28-34.

1 The estimates are referenced as originating from the World Bank, Social Indicators of Development 1987
(Washington: World Bank, 1987). The poverty estimates are based upon an estimated absol ute poverty income level
below which aminimal nutritionally adequate diet plus essential non-food requirements are not affordable. According
to the UN’ sFood and Agriculture Organization (FAO), Thelmpact of Devel opment Strategieson the Rural Poor (Rome:
FAO, 1988), p. 7, the poverty lineswere determined by: (1) identifying thefood basket consumed by low-income groups
in the country (taken to bethe 20" percentile of the household income distribution); (2) estimating the quantities of that
food basket necessary to provide the minimum calories and proteins required for nutritional needs; (3) costing the
minimum food basket at appropriate retail market prices; and (4) adding the estimated monetary equivalent of essential
non-food needs (clothing, shelter, etc.). See Tabatabai, Statistics on Poverty and Income Distribution: An ILO
Compendium of Data, p. 139.
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percent of the urban population was below the same urban poverty line, with anaiond poverty
rate of 29.2 percent.'?

For 1987/88, 44.9 percent of therurd Indian population was below therura poverty line (monthly
per capita expenditures of Rs49.09 in 1973/74 rurd prices), 36.5 percent of the urban Indian
population was below the urban poverty line (monthly per capita expenditures of Rs56.64 in
1973/74 urban prices);

for 1992, 48.1 percent of the rurd Indian population was below the same rurd poverty line, 33.9
percent of the urban Indian population was below the same urban poverty line®

For 1985, 61.4 percent of the rural and 36.5 percent of the urban Indian population were below
the poverty line of US$31 per capita per month in 1985 purchasing power parity adjusted US$
(or Rs127), with anationa poverty rate of 55.0 percent;

for the same year, 37.9 percent of therural and 17.5 percent of the urban Indian population were
below the extreme poverty line of US$23 per capita per month in 1985 purchasing power parity
adjusted US$ (or Rs94), with anational poverty rate of 32.7 percent.*

12 The estimates are referenced as ori ginating from the Government of India, Planning Commission, Sixth Five-
Year Plan, 1980-85: Mid-termAppraisal (New Dehi, 1983) and Seventh Five-Year Plan, 1985-90 (New Delhi, nodate).
The poverty lines are the official poverty linesfor Indiaused by the Planning Commission and are based on nutritional
norms (adaily calorie intake of 2,400 per personin rural areas and 2,100 in urban areas) which were recommended by a
special Task Force set up in 1977. Based on household consumption expenditure data, the Commission used linear
interpolation methods to arrive at point estimates of per capita monthly expenditure that were consistent with the
minimumcalorie intakes (Rs49.09 and Rs56.64 per capita per month at 1973/74 prices for rural and urban sectors,
respectively). Animplicit deflator of private final consumer expenditure is used to estimate current-price poverty lines
for different years. The poverty lines are applied to adjusted consumption expenditure distributionsto yield estimates
of poverty inrural and urban areas. See Tabatabai, Statisticson Poverty and IncomeDistribution: AnILO Compendium
of Data, p. 147-148.

13 The estimates are referenced as ori ginating fromSuresh D. Tendulkar and L.R. Jain, “ Economic Reformsand
Poverty,” Economic and Political Weekly, Vol. 30, No. 23 (June 10, 1995), pp. 1373-1377. The urban and rural poverty
lines are the same as the official poverty lines used by the Indian Planning Commission. The authorsfeel that the price
deflator used by the Planning Commission isinappropriateand instead estimate regional (by state) rural and urban cost
of living indexes. Also, expenditures on consumer durables are excluded from the consumption data since there were
doubts about their reliability. See Tabatabai, Statistics on Poverty and Income Distribution: An 1LO Compendium of
Data, p. 149.

1% The estimates are referenced as originating from Elaine K. Chan, “A Compendium of Data on Poverty and
Income Distribution,” Background Paper for the World Devel opment Report 1990 (Washington: World Bank, 1990), p.
39. They are based on household consumption expenditure data from the Indian National Sample Survey (NSS) and
internal World Bank data. An absolute poverty line, defined as the expenditure level below which basic needs cannot
be satisfied, is used with two cut-off points corresponding to Rs94 per capita per month (extreme poverty) and Rs127
per capita per month (poverty) in 1985 prices. Thefirst isthe Indian poverty line for rural areas (derived by updating
estimatesinB.S. Minhas, L.R. Jain, S.M. Kansal, and M.R. Saluja, “Onthe Choice of Appropriate Consumer Pricelndices
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1 For 1983, 73.5 percent of the Indian population was below the poverty line of US$30.42 per
capita per month (i.e., US$1 per day) in 1985 purchasing power parity adjusted US$;

for 1989/90, 70.9 percent of the nationa population was below this poverty line®

The World Bank reports'® that, in 1994, 35.0 percent of the Indian population was below the country-
specific poverty line, with 36.7 percent of the rurd and 30.5 percent of the urban population living below
the poverty line; corresponding figures for 1992 were 40.9, 43.5, and 33.7 percent, respectively. The
same source a so reports that, in 1994, 87.5 percent of the Indian population was below the international
poverty line of US$2 per person per day and 52.5 percent of the population was below the poverty
standard of US$1 per person per day, both in 1985 purchasing power parity adjusted USS.

A recent World Bank country poverty assessment report'’ states that poverty in India remains
widespread¥s 35 percent of the population (37 percent rura and 31 urban) lived below the nationd poverty
line in 1994 (the latest year for which household survey data are available). India has the largest
concentration of poor people in the world, over 300 million (240 million rura poor and 72 million urban
poor) particularly, in rurd areas where dmost three out of four Indiansand 77 percent of the Indian poor
live

MEETING WORKERS NEEDS

Thereislittle conclusive evidence on the extent to which wages and non-wage benefits in the footwear or
gopard indudtriesin India meet workers basic needs. Someinformation from U.S. Department of State
or U.S. Embassy reports indicates more generaly that minimum wages provide only a minima standard
of living for aworker, and are inadequate to provide a decent sandard of living for aworker and family.
However, most workers employed in units subject to the Factories Act receive much more than the

and Data Setsfor Estimating the Incidence of Poverty inIndia,” Indian Economic Review, Vol. 22, No. 1 (January-June
1987), pp. 19-50), and the second, whichis 35 per cent higher, wasthought at thetimeto be morerepresentative and more
common among many developing countries. These two poverty lines correspond to US$23 and US$31 in 1985
purchasing power parity adjusted US$. See Tabatabai, Statistics on Poverty and Income Distribution: An ILO
Compendium of Data, pp. 136; 148.

B Theestimateisreferenced asori ginating from Shashou Chen, Gaurav Datt, and Martin Ravallion, “IsPoverty
Increasing in the Developing World?” Policy Research Working Paper WPS 1146 (Washington: World Bank, 1993).
This study uses essentially the same methodol ogy as the World Bank’s World Development Report 1990, but with
updated purchasing power parity rates. See Tabatabai, Statistics on Poverty and Income Distribution: An ILO
Compendium of Data, p. 137.

16 World Bank, World Devel opment Indicators 1999 (Washington: World Bank, 1999), p. 67.

17 World Bank, Reduci ng Poverty in India (Washington: World Bank, 1997), p. 8.
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minimum wage, including benefits and bonuses® The U.S. Embassy was not able to find any studies on
the issue of the living wage in India Separately, the U.S. Department of State reports, “The directive
principles of the [Indian] Congtitution declare that ‘the State shall endeavor to secure. . . to dl workers
... aliving wage, conditions of work ensuring a decent sandard of life and full enjoyment of leisure and
socid and cultural opportunities. ”°

A study conducted in 1989 by ShantaA. Vadyaat the Maniben KaraIngtitute in Bombay presentsbasic
information on the evolution and development of the minimum wage in India, including relevant legidation
and officid recommendations related to minimum wage fixing and information on the enforcement of
minimum wage regulaions. The study aso includes some comparisons of the minimum wage payablein
variousindudtriesin different Indian sateswith the poverty lineestablished by India sPlanning Commission.
Specificdly, the minimum wage for an industria activity in a particular state on January 1, 1986 was
compared to the Commission’s poverty line (R608 per person per month in urban areas and Rs533 per
person per month in rurd areas, in 1984-85 prices). Sample results presented in the study show that for
the indudtrid activities consdered (printing presses, public trangportation, hotels—+esidentia/restaurants,
shops and commercia establishments, and engineering) that there were only two states where industry
monthly minimum wages were above or near the poverty line: Maharashtra (Rs671—printing presses,
Rs606-engineering, and Rs573—public transport) and K erdla (Rs624-engineering).?

Bus Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 1915.

Bus Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 1915.

2 ShantaA. Vaidya, Minimum Wagesin India: Concepts and Practices (Bombay: Maniben Kara Institute/
Nagindas Chambers, 1989), Appendix 1V.
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INDONESIA*
MINIMUM WAGE

There is no national minimum wage in Indonesa. Government Regulation No. 8 of 1981 sets forth
procedures for setting regionad minimum wages. All workersin theforma sector are covered by minimum
wage regulations. The Miniser of Manpower determines minimum wage levels based upon
recommendations made by the National Wage Research Board, and the 27 Provincial Wage Research
Boards. Area wage councils working under the supervison of the Nationd Wage Council establish
minimum wages for regions and individua income reguirements to meet basic-needsin each province—a
monetary amount considered sufficient to enable a single worker to meet the basic needs of nutrition,
dothing, and shdlter. Thegovernment hasincreased the average minimumwage 70 percent (when adjusted
for inflation) over the past 5 years, however, the high inflation rate in 1998 has depressed sharply the
purchasing power of the minimum wage.? A tableat the end of thiscountry summary containstheregiona
minimum scae that will go into effect April 1, 1999 aswell as those that were in effect 1994-98.

Companies may apply for postponements or exemptions from minimum wage levels, but mugt obtain the
agreement of workers at the concerned company in order to obtain Department of Manpower approva
for a postponement. Postponements are granted for a period of three to twelve months. The number of
postponements granted by the government has declined from over 200 in 1997 to 43 in 1998.

Minimum wage regulations provide that up to 25 percent of the wage may be provided in the form of
permanent in-kind benefits such asfood, lodging, or transportation. The Labor Law establishes 7- or 8-
hour workdays and a 40-hour workweek, with one 30-minute rest period for each 4 hours of work; the
law aso requires one day of rest weekly.?

PREVAILING OR AVERAGE WAGE
The minimum wage is generdly the prevailing wage in the gppardl and footwear indudtries, dthough for

some footwear companies in the export sector, the prevailing wage is up to 25 percent higher than the
current minimum wage.

LUnlessnotedotherwise, information presented hereisfrom American Embassy—Jakarta, unclassifiedtelegram
No. 1015 (March 2, 1999).

2us. Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 936.

Sus. Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 937.
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No datawere available for Indonesiafrom the International Labor Organization (ILO) on average wages
or hours worked in the manufacturing sector or in the gpparel or footwear industries.

NON-WAGE BENEFITS

There are no government-mandated non-wage benefits or tax credits especialy for workersin the apparel
and footwear industries.

A U.S. Socid Security Administration survey* elaborates on three non-wage benefit programs which
employersin Indonesa must participate in for their employees. (1) old age, disability, and death benefits
are made through a provident fund, begun in 1951, in which the insured person pays 2 percent of their
earnings and employers pay 3.7 percent of the payroll; (2) sickness and maternity benefits are part of a
socid insurance system that began in 1957 in which the employer pays 6 percent of the payroll for married
employees and 3 percent for single employees; and (3) work injury benefits, now part of the socid
insurance system, began in 1939 and the employer paysthe entire cog, ranging from 0.24 percent to 1.74
percent of the payroll.

ASSESSING BASIC NEEDS: THE POVERTY LINE

The Indonesian concept of a poverty line is based on a daly minimum requirement of 2,100 calories per
capita, with additiona non-food requirementsfor clothing, schooling, trangportation and other living costs,
according to the Centra Bureau of Statistics (CBS) Statistical Yearbook of Indonesia, 1997. Thetable
below shows the decline in the percentage of the population below the poverty line from the mid-1970s
until 1996. The recent Asian economic criss has led to an increase in the number of Indonesians below
the poverty line, however.

Poverty Statisticsfor Indonesia, 1976-96

Percentage of Number in
Year Population in Poverty
- Poverty (millions)
1976 40.1 54.2
1980 28.6 42.3
1984 21.6 35.0
1987 17.4 30.0
1990 15.1 27.2
1993 13.7 25.9
1996 11.3 225

Source: Based on data from CBS provided to U.S. Embassy

4 Social Security Administration, Social Security Programs Throughout the World - 1997 (Washington: U.S.
Government Printing Office, August 1997), pp.173-174.
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In 1996, the monthly expenditure level per person to meet the poverty line was 38,246 rupiah (Rp) (or
16.32 U.S. dollars (US$) at the average 1996 exchangerate) for urban areas, and Rp27,413 (US$11.70)
for rurd areas. Theselevesarequitelow in relation to theinternationaly-comparable poverty cut-off lines
of US$1 per person per day in urban areas and US$0.80 in rurd areas, in 1985 purchasing power parity
adjusted US$. Using these internationally-comparable levels, an Internationa Labor Organization (ILO)
and United Nations Development Programme (UNDP) study® estimated that the number of Indonesians
livingin poverty in 1996 would have been 113.8 million (31.8 millionin urban areasand 82.0 millioninrurd
areas), or 57.4 percent of the national population (43 percent of the urban population and 66 percent of
the rurd population) compared to the officid 1996 estimate of 22.5 million (7.2 million in urban areas and
15.3 millionin rurd aress), or 11.3 percent of the national population (9.7 percent of the urban population
and 12.3 percent of therurd population). The same ILO/UNDP study also made estimates of the number
of poor and the poverty ratefor 1998 (98.8 million or 48.3 percent of population) and 1999 (137.8 million
or 66.4 percent of the population) by adjusting the 1996 officid poverty linesfor inflation (16.6 percent in
1997, 80 percent in 1998, and 25 percent in 1999) and using interpollation methods.

InJune 1998, CBS estimated that 79.4 million, or 39.1 percent of the population, was below the poverty
levd. Thefigurefor 1998 isamatter of controversy. Many andysts say that thisfigure overestimated the
number in poverty by taking into account price increases (raising the poverty line expenditure levels to
Rp52,470 for urban areas and to Rp4l 588 for rural areas, but both are lower than the 1996 levelsin U.S.
dollar terms because of the depreciation of the rupiah) but not accounting for income increases. Other
preliminary estimates have put the 1998 poverty rate at about 14 percent, but this remains an area for
further investigation. The CBS chairman told the press in February 1999 that CBS will survey 65,000
households for the annual Nationa Socioeconomic Survey (Survey Sosial Ekonomi Nasional, referred
to as SUSENAS)® gtarting in February 1999, which may lead to arevision of the government’ s poverty
esimate.

A compendium of poverty and income digtribution satistics prepared by the International Labor
Organization’ reports severa sets of measures of anationa poverty line for Indonesia

! For 1980, 44 percent of the rural Indonesian populationwas below the rurd poverty line (annua
per capitaincome of US$106) and 26 percent of the urban Indonesian population was the urban

® International Labour Organization, Jakarta Office, and United Nations Devel opment Programme, Empl oyment
Challenges of the Indonesian Economic Crisis (Jakarta: International Labour Organization, Jakarta Office, June 1998),
pp. 45; 100.

® SUSENAS s ahousehold consumption survey rather than an expenditure survey.

" Hamid Tabatabai, Statistics on Poverty and Income Distribution: An ILO Compendium of Data (Geneva:
International Labour Office, 1996), pp. 34-36.
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poverty line (annual per capitaincome of US$124), with a nationa poverty rate of 39 percent.®

For 1980, 28.4 percent of therura Indonesian population was below the officid rurd poverty line
(Rp4,449 per capita per month) and 29.0 percent of the urban Indonesian popul ation was below
the officid urban poverty line (Rp6,831 per capita per month), with anationa poverty rate of 28.6
percent;

for 1990, 14.3 percent of the rural Indonesian population was below the officid rurd poverty line
(Rp13,295 per capitaper month) and 16.8 percent of the urban Indonesian popul ation was bel ow
the officid urban poverty line (Rp20,614 per capita per month), with a nationa poverty rate of
15.1 percent.®

For 1984, 38.7 percent of the Indonesian population was below the poverty line of US$ 30.42 per
capita per month (i.e., US$1 per day) in 1985 purchasing power parity adjusted US$;

for 1990, 21.7 percent of the national population was below this poverty line.®®

8 The estimates are referenced as originating from the World Bank, Social Indicators of Development 1988
(Washington: World Bank, 1988). The poverty estimates are based upon an estimated absolute poverty income level
bel ow which aminimal nutritionally adequate diet plus essential non-food requirements are not affordable. According
to the UN’ sFood and Agriculture Organization (FAQO), Thel mpact of Development Strategiesonthe Rural Poor (Rome:
FAO, 1988), p. 7, the poverty lineswere determined by: (1) identifying thefood basket consumed by low-income groups
in thecountry (taken to bethe 20" percentile of the household income distribution); (2) estimating the quantities of that
food basket necessary to provide the minimum calories and proteins required for nutritional needs; (3) costing the
minimum food basket at appropriate retail market prices; and (4) adding the estimated monetary equivalent of essential
non-food needs (clothing, shelter, etc.). See Tabatabai, Satistics on Poverty and Income Distribution: An ILO
Compendium of Data, p. 139.

9 The estimateis referenced asoriginating from the Central Bureau of Statistics (CBS)—Indonesia, Kemiskinan
dan Pemerataan Pendapatan di Indonesia, 1976-1990 [Poverty and Income Inequality in Indonesia, 1976-1990]
(Jakarta, 1992). AccordingtotheWorld Bank, Indonesia: Poverty Assessment and Strategy Report, Report No. 8519-CR
(Washington, 1990), official poverty lines for rural and urban areas are based on the minimum daily intake of 2,100
calories per person and an allowance for non-food basic necessities. In calculating the expenditure level necessary to
reach the recommended daily dietary allowance, the CBS divides lower income households into several expenditure
categories for both rural and urban households. Then, the implicit “calorie price” is calculated by dividing food
expenditures by the actual calories consumed. The calorie price for that group in which total expenditures are just
sufficient to purchase the recommended daily dietary allowance is then used to calculate the food component of the
poverty line. The alowance for other basic necessitiesis the percentage of expenditure by householdsin the selected
expenditure category on aset of non-food basic needs. See Tabatabai, Statistics on Poverty and Income Distribution:
An ILO Compendium of Data, p. 149.

O Theestimateisreferenced asoriginating from Shashou Chen, Gaurav Datt, and Martin Ravallion, “1sPoverty
Increasing in the Developing World?’ Policy Research Working Paper WPS 1146 (Washington: World Bank, 1993).
This study uses essentially the same methodol ogy as the World Bank’s World Development Report 1990, but with
updated purchasing power parity rates. See Tabatabai, Statistics on Poverty and Income Distribution: An ILO
Compendium of Data, p. 137.
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TheWorld Bank reports™ that, in 1990, 15.1 percent of the Indonesian popul ation was bel ow the country-
specific poverty line, with 16.8 percent of the urban population and 14.3 percent of the rura population
living below the poverty line; corresponding figures for 1987 were 17.4, 20.1, and 16.4 percent,
repectively. Intermsof an internationa poverty line, the same source reportsthat, in 1996, 50.4 percent
of the Indonesian populationwas below the standard of US$2 per person per day and 7.7 percent of the
population was below the standard of US$1 per person per day, both in 1985 purchasing power parity
adjusted US$.

MEETING WORKERS NEEDS

Thereislittle conclusve evidence on the extent to which wages and non-wage benefitsin the footwear or
gpparel industries in Indonesiameet workers basic needs. Some information from U.S. Department of
State or U.S. Embassy reports indicates more generdly that Indonesian studies have tended to focus on
employment and income levels, as measured by expenditures on basic needs, rather than on wage levels.
The U.S. Embassy provided the U.S. Department of Labor a study commissioned by the Internationd
L abor Organization which touches on these issues2

The Indonesian government has developed an index caled the “minimum living need” based on a basket
of foodstuffs needed for a3,000 calorie per person per day diet, aswell as other expendituressuch asrent,
dothing, badc utenslsgfurnishings, and utility expenditures. The minimum living need is used as a
benchmark againgt which the minimum wage is compared. 1n 1997, the average minimum wage was 95
percent of the average minimum living need. In 1998, the average minimum wage fell to 76 percent of the
minimum living need due to high inflation (78 percent in 1998). According the government, the minimum
wage schedule that goesinto effect April 1, 1999 (see table at the end of this section) will be 70 percent
of the current average minimum living need.

Severa other sudies have addressed the living wage issue in Indonesa. Ruth Rosenbaum of the U.S--
based Center for Reflection, Education and Action hasestimated aliving wagefor Indonesiafor 1996 using
the Purchasing Power Index method.** Dartmouth College's Amos Tuck Business School has estimated

1 world Bank, World Devel opment I ndicators 1999 (Washington: World Bank, 1999), p. 67.

12| nternational L abour Organization, JakartaOffice, and United Nations Devel opment Programme, Empl oyment
Challenges of the Indonesian Economic Crisis (Jakarta: International Labour Organization, Jakarta Office, June 1998);
see also, International Labour Office, South-East Asia and Pacific Multidiciplinary Advisory Team (ILO/SEAPAT),
Indonesia: Social Adjustment through Sound I ndustrial Relationsand Labour Protection(Manila: International Labour
Office, 1995; second revised edition, 1997).

13 Some information regarding Rosenbaum’s study is reported on the Sweatshop Watch web page:
<http://www.sweatshopwatch.org>.
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a living wage for 1997,** and the U.S.-based non-governmental organization Globa Exchange has
determined aliving wage for 1998.%°

14 Derek Calzini, Jake Odden, Jean Tsai, ShawnaHuffman, and Steve Tran, NikelInc.: Survey of Viethameseand

Indonesian Domestic Expenditure Levels, Field Study inInternational Business, Dartmouth College, AmosTuck School,
November 1997.

B Global Exchange, “Wagesand Living Expensesfor NikeWorkersinIndonesia’ (September 1998). See Global
Exchange web site: <http://www.globalexchange.org>.
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Indonesian Regional Minimum Wage Rates, 1994-99
(effective date; in rupiah per month)

Region 04/01/99 | 08/01/98 | 04/01/97 | 04/01/96 | 04/01/95 | 04/01/94
Aceh 171,000 147,000 128,000 115,500 87,500 78,750
North Sumatra 210,000 174,000 151,000 138,000 105,000 93,750
West Sumatra 160,000 137,000 119,000 108,000 81,250 62,500
Riau Province (except Batam) 218,000 174,000 151,500 138,000 103,750 77,500
Batam 290,000 270,000 235,000 220,500 183,750 168,750
Jambi 150,000 137,500 119,500 108,000 82,500 75,000
South Sumatra- mainland 170,000 146,500 127,500 115,500 87,500 75,000
South Sumatra — islands 181,000 155,500 115,500 135,000 87,500 75,000
Bengkulu 150,000 146,500 127,500 115,500 87,500 75,000
Lampung 160,000 145,000 126,000 114,000 87,500 75,000
Jakarta 231,000 198,500 172,500 156,000 115,000 95,000
Central Java 153,000 130,000 113,000 102,000 75,000 67,500
Y ogyakarta 130,000 122,500 106,500 96,000 71,250 55,000
South Kalimantan 166,000 144,000 125,000 114,000 87,500 75,000
West Kalimantan 175,000 145,500 126,500 114,000 87,500 75,000
Central Kalimantan 195,000 158,500 138,000 124,500 92,500 68,750
East Kalimantan 194,000 176,000 153,000 138,000 105,000 81,250
South Sulawes 148,000 129,500 112,500 102,000 77,500 57,500
Southeast Sulawesi 160,000 139,000 121,000 109,500 83,750 70,000
Central Sulawesi 150,000 122,500 106,500 96,000 70,000 57,500
North Sulawesi 155,000 135,500 118,000 108,000 81,250 67,500
Bali (southern districts) 187,000 162,500 141,500 127,500 97,500 82,500
Bali (northern districts) 166,000 162,500 141,500 127,500 97,500 82,500
West Nusatenggara 145,000 124,000 108,000 97,500 73,750 58,750
East Nusatenggara 143,000 122,500 106,500 96,000 72,500 62,500
Maluku _ 180,000 156,500 136,000 123,000 95,000 77,500
Irian Jaya 225,000 195,500 170,000 154,500 118,750 112,500
East Timor 183,000 158,500 138,000 126,000 95,000 75,000
West Java—| 230,000 198,500 172,500 156,000 115,000 95,000
West Java— |1 210,000 181,000 157,500 142,500 115,000 95,000
West Java— |11 200,000 167,500 145,500 132,000 115,000 95,000
West Java- IV 195,000 160,000 139,000 129,000 115,000 95,000
East Java— | (Surabaya ared) 182,000 152,500 132,500 120,000 92,500 75,000
E. Java—| (south central area) 182,000 152,500 132,500 117,000 92,500 75,000
E. Java—1 (city of Madiun) 182,000 152,500 132,500 111,000 92,500 75,000
East Java— Il (scattered) 174,000 146,500 127,500 111,000 92,500 75,000
E. Java— 1l (Jember district) 174,000 146,500 127,500 108,000 92,500 75,000
East Java— |11 (northeast area) 166,000 139,000 121,000 111,000 92,500 75,000
E. Java— |1 (southwest area) 166,000 139,000 121,000 108,000 92,500 75,000
E. Java— 1l (northwest area) 166,000 139,000 121,000 105,000 92,500 75,000
East Java- IV 160,000 134,000 116,500 105,000 92,500 75,000
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|SRAEL!®
MINIMUM WAGE

The nationd minimum wage in Isradl is set under the authority of 21986 law, implemented in 1987. Itis
legdlly defined asa percentage of the gross monthly average wagein the entire economy. Until April 1997,
that percentage was 45 percent; since then, it has been 47.5 percent.

By law the maximum hours of work at regular pay are 47 hours aweek, 8 hours per day, and 7 hourson
the day before the weekly rest, which must be at least 36 consecutive hours and include the Sabbath.? By
nationa collective agreements, the private sector established amaximum 45-hour workweek in 1988; and
the public sector moved to a 5-day, 42Y2-hour workweek in 1989.

The table below presents the nomina and real minimum wage in Israel since 1995, expressed as the
monthly average minimum wage in new |sradli shekels(NIS) and in U.S. dollars (US$) per month (per the
local convention of expressing wages and sdaries in monthly terms). A level of 180 hours per month was
assumed for computation of the minimum wage per hour. To assessthe development of the minimumwage
inred terms, the nomina monthly minimum wage in shekels has been adjugted for inflation (i.e, risein the
average consumer priceindex for the year) of 11.3 percent in 1996, 9.0 percent in 1997, and 5.4 percent
for 1998.

The Nominal and Real Minimum Wage, 1995-98

Unit of Measure 1995 1996 1997  1998*
NIS per month 1758 199%6 2309 2563
US$ per month 584 626 669 675
US$ per hour 324 348 372 375

Real Minimum Wage Index (1995=100)
1000 1020 1083 1140

Note: * Data are based on the first nine months only.

1 Unless noted otherwise, information presented here is from American Embassy—Tel Aviv, unclassified
telegram No. 4022 (March 22,1999).

2us. Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 1698.
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PREVAILING OR AVERAGE WAGE

The table below presents average gross monthly wages per worker, in NIS per month, for workersin the
textile and appard industry and the leather and footwear industry. These have been converted into US$
per month and per hour at the average exchangeratefor theyear. For thelatter computation, actua hours
worked and paid leave hours per month have been used for the textile and footwear industries for each
year. Thetable dso presentswagesin the gpparel and footwear indudtriesin red terms. The declinein
real wages since 1995 is mogtly attributable to a decline in average hours worked (including paid leave)
per employee from 181 per month in 1995 to 168 in 1998, rather than to adeclinein thered hourly wage.

Nominal and Real Monthly Earningsin the Appare and Shoe I ndustries, 1995-98

[ndustry 1995 1996 1997  1998*
Apparel (NIS/mo) 3161 3376 4006 4313
Footwear (NIS/mo) 3283 3449 3962 3976
Apparel (US$/mo) 1052 1059 1161 1135
Footwear (US$/mo) 1090 1082 1149 1046

Apparel (US$/hr) 584 587 638 627
Footwear (US$/hr) 600 598 657 623

Real Wage Index (1995=100)

Apparel 100.0 958 1043 1065
Footwear 100.0 944 995 94.7

Note: * Data are based on the first nine months only.

The table below presents available data from the International Labor Organization (ILO) on average
monthly earnings (direct wages per worker) in Isradl for dl employees in the manufacturing sector and
average hourly earningsfor al employeesinthe appardl and footwear indugtries. The earningsdatainclude
pay for timeworked, paid leave, bonuses, and other benefitspaid directly to the employee, but not the cost
of socid insurance programs. Averageweskly hoursworked by al employeeswere40.8in manufacturing
for the years 1990 through 1997; and 38.9 in apparel and 39.2 in footwear and |eather goodsfor theyears
1990 through 1994.* Current average earnings, which are reported by the ILO in the nationa currency,

3International L abour Organization, Yearbook of Labour Statistics, 1998 (Geneva: International Labour Office,
1998), p. 805.

4 International Labour Organization, Yearbook of Labour Statistics, 1998 (Geneva: I nternational Labour Office,
1998), p. 747.
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were converted to US$ using the annud average exchange rate published in the Internationd Monetary
Fund’ sInternational Financial Statistics (March 1999). Totrack changesinred earnings(i.e., earnings
adjusted for inflation), a real earnings index was computed by deflating current earnings in the naiond
currency with the annual average nationa consumer priceindex as published in the Internationa Monetary
Fund's International Financial Satistics (March 1999), indexed to 1990 = 100.

Average Monthly Earningsin All Manufacturing and Average Hourly Earningsin Apparel and Footwear

Year All Manufacturing Apparel Footwear Real Earnings Index (NIS; 1990=100)
(monthly) (hourly) (hourly) Manuf. Apparel Footwear
(NIS) (US$) (NIS) (US$) (NIS) (US$)
1990 2,669 1,295 7.3 3.54 8.9 4.32 100 100 100
1991 3,080 1,351 8.7 3.82 10.2 4.48 97 100 96
1992 3,514 1,429 10.0 4.07 12.0 4.88 99 103 101
1993 3,917 1,384 11.0 3.89 13.0 4.59 99 102 99
1994 4,427 1,470 13.0 4.32 15.0 4.98 100 107 102
1995 5,061 1,681 15.0 4.98 16.0* 5.31 104 112 98
1996 5,757 1,804 17.0 5.33 20.0 6.27 106 115 111
1997 6,676 1,935 20.0 5.80 23.0 6.67 113 124 117

Note * indicates a break in series due to classification changes; beginning in 1995, includes other leather products.
Source: ILO, Yearbook of Labour Statistics, 1998, p. 905.

NON-WAGE BENEFITS

|sradl’ s nationa insurance indtitute (socid security system) administers awide variety of benefit programs
for various categories of the population, such as old age benefits, disability payments, unemployment
compensation, and maternity benefits. The principad benefit avallable to textile and footwear workers (as
wdl as to most workers in other industries) generaly would be the payment made to al families with
childrenin Isradl, regardiess of income. Child adlowances are based on family sze, with larger families
receiving more than proportionately larger benefits, as seen in the following table.

Monthly Child Allowances per Family

In NIS per month: In US$ per month:

Number of

Children 1995 1996 1997 1998* 1995 1996 1997 1998*
1 123 136 149 159 41 43 43 41
2 246 272 298 318 8 85 86 83
3 493 54 597 635 164 171 173 165
4 990 1094 1201 1278 329 343 348 332
5 1408 1556 1708 1818 468 488 495 473
6 1870 2065 2267 2413 621 648 657 627
7 2299 21 2790 2968 764 797 809 772
8 2729 3017 3312 3523 906 946 960 916
9 3158 3493 3834 4078 1049 1096 1112 1061
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Note: * Data are based on the first nine months only.

A U.S. Socid Security Administration survey® eaborates on five different non-wage benefit programs
which employers in Isradl must participate in for their employees: (1) the old age, disability, and desth
benefits program, firg legidated in 1953 and subsequently expanded upon, isadud socid insurance (for
dl resdents) and government-funded social assstance system (means-tested income support). For the
socid insurance program, employees contribute 2.22 percent of earnings below one-haf of average wage
for old-age and survivors and 4.01 percent of earnings above one haf of the average wage, employers
contribute 2.29 percent of payroll, and the government contributes 1.18 percent on earnings above one-half
of averagewage (with reduced contributions on earnings below one-hdf of averagewage; (2) scknessand
maternity benefits, begunin 1953, in which theinsured person pays4.8 percent of their earningsfor medica
care and 0.6 percent for maternity (3.1 percent and 0.33 percent of earnings below one-hdf of nationa
average wage), the employer contributes 0.15 percent for maternity, and the government contributes 0.10
percent for maternity (with reduced contribution for earnings below one-haf average wage); (3) work
injury benefits, begun in 1953, in which the employed person pays nothing, employers contribute 0.53
percent of payroll, and the government contributes 0.17 percent of payroll and earnings (with reduced
contribution rates for earnings below one-hdf of average wage); (4) unemployment insurance, begun in
1970, in which employees contribute 0.15 percent of earnings (0.08 percent, if their earnings are below
one-hdf of the average wage), employers contribute 0.04 percent of payroll, and the government
contributes 0.11 percent of payroll (or 0.07 percent of earnings below one-half of average wage); and (5)
the family alowances program isa universa system, begun in 1959, in which the employee pays nothing,
the employer contributes 1.88 percent of payroll, and the government contributes 0.60 percent of payroll
(with reduced rates below one-half of average wage).

ASSESSING BASIC NEEDS: THE POVERTY LINE

The measure of poverty in Israel is arelative measure, not an absolute one (i.e,, poverty isnot defined in
terms of the cogt of purchasing some minimum basket of goods of services but instead in relaion to the
median income, adjusted for family sze. Specificaly, a family is consdered as poor if its net monthly
income (income from wagesand investments, plustransfer paymentsor other grants, lessdirect taxes paid)
is 50 percent or less of the median net income, for afamily of itssize® The poverty linefor 1995-97, based

® Social Security Administration, Social Security Programs Throughout the World - 1997 (Washington: U.S.
Government Printing Office, August 1997), pp. 184-187.

® Thus, the incidence of poverty in Israel isin fact a reflection of the distribution of income rather than a
measure of the number of persons below some absolute standard of living. When the median income rises in real
(inflation-adjusted) terms, the poverty linerisesin tandem, and the number of “ poor” may also increaseif incomesat the
lower end of the income scale rise at a slower rate than the median. For example, while the poverty line rose by 10.8
percent from 1995 to 1996, the CPI rose by an annual average 11.2 percent,indicating aslight real declinein the defined
level of poverty. In 1997, however, the poverty line rose by 12.1 percent, whereas consumer prices rose by only nine
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on this relative measure, is presented in the following table.

The Poverty Line, 1995-97

In NIS per month: In US$ per month:

Family

Sze 1995 1996 1997 1995 1996 1997
1 1058 1173 1315 351 368 331
2 1693 1876 2104 562 588 610
3 243 2486 2788 745 780 808
4 2709 3002 3366 900 A2 976
5 3174 3618 3945 1054 1104 1144
6 3598 3987 4471 1195 1251 129
7 4021 4456 4997 1335 1398 1449
8 4402 4878 5470 1462 1530 1586
9 4740 5253 5891 1574 1648 1708

Note: The poverty lineis defined as 50 percent of median net income.

Taxes. Because the poverty lineis defined in terms of after-tax income, some adjustment to gross wages
must be made for taxes. Isradl isardaively high-tax country, with a steeply progressive income tax and
a complex aray of adjusments to individua income taxes depending on residence and family
circumgtances. All citizens are digible for “tax credit points’ (i.e., credits againgt income tax due) which
were worth NIS153 each per month (about US$40) in 1998. These are awarded on the basis of an
individud’s family circumstances. For example, an unmarried man or amarried man with aworking wife
iseligiblefor 2.25 credit points, asinglewoman or amarried woman without children would get 2.75 credit
points, amarried man with a non-working wife receives 3.25 points, a married woman with children gets
3.75 points; and so on. In addition, resdents of designated development priority regions (in which many
textile and shoe plants are located) are eigible for specid tax credits of 3-7 percent of monthly income.
The tax rates are presented in the table below.

Tax Rates, 1998

Income Tax
Monthly Income (NIS) Marginal Tax Rate (percent)
From 0 to 1770 10
1770 3540 20
3540 9330 30
9330 16910 45
16910 - 50 (top marginal rate)

National Insurance (Social Security)

percent, implying athree percent real increase in the level of poverty.

11-83



Monthly Income (NIS) Employee Contributions Only (in percent)

From 0 to 2803 2.66 (Reduced rate on salaries up to %2 average wage)
2803 to 22420 4.60 (Full rate on amounts from ¥z to four times average wage)
22420 to - 0 (No national insurance due on amounts above four times
average wage)

Incidence of Poverty. Because poverty is defined in rdative rather than absolute terms, there has been
no appreciable declineinthe poverty ratein Isragl over the past two decades despite asubstantia increase
in red incomes and consumption, as seen in the following table.

Per centage of Families Below the Poverty Line

Before Transfer After Transfer
Year Payments and Taxes Payments and Taxes
1980 281 15.7
1985 313 114
1990 343 143
1991 353 149
1992 347 17.2
1993 34.6 16.2
1994 34.2 180
1995 33.7 16.8
1996 343 16.0
1997 343 16.2

Minimum and Appar el Wages and Poverty: An Example. To bringtheforegoinginformation onwages,
taxes, government benefits, and poverty together, thetable bel ow offersthefollowing exampleof afull-time
male worker, employed in a non-development priority region, with a non-working wife and two children
below the age of 18 earning (a) the minimum wage, and (b) the average monthly wage in the appardl
industry, both for the year 1998. This worker would be digible for 3.25 tax credit points, equal to a
reduction of incometax of NIS497 per month, which would diminate the minimum wage worker’ sincome
tax liability. While this is only a smplified, illugraive example, actud family circumstances could vary
consderably. Amounts are given in shekels per month, except for the last two rows, which have been
converted into U.S. dollars at the average exchange rates of NIS3.45 per dollar for 1997 and 3.80 for
1998. According to this example, aworker earning the average sdary in the gpparel industry would be
modestly above the poverty line, while aminimum wage worker would be subgtantialy below it.

Minimum and Appare Wages and Poverty, A Comparison, 1998

Minimum Apparel
[tem Wage Wage
Gross Wage Income 2563 4313
Less: Basic Income Tax 336 763
National Insurance 68 149
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Plus: Tax Credit Points 336 497

Child Allowance 318 318
Net Monthly Income 2813 4216
Poverty Line (1997) 3366 3366
Net Monthly Income (US$) 740 1109
Poverty Line (1997) (US$) 976 976

MEETING WORKERS NEEDS
Thereislittle conclusive evidence on the extent to which wages and non-wage benefitsin the footwear or

apparel indudtriesin Isragl meet workers basic needs. The U.S. Embassy did not identify any information
onthelivingwagein Isad.
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I TALY?

MINIMUM WAGE

Minimum wages are not st by law in Itdy, but rather by national sectora collective-bargaining contracts
and, de facto, apply to dl workersin similar occupations? Minimum rates are renegotiated every three
to four years, whenever sectora agreements are renewed. The vast mgjority of workers are covered by
collective agreements. In the absence of an agreement between labor and management, the courts may
step in to determine fair wages on the basis of practice in related activities or related collective bargaining
agreements® Collectively agreed minimaapply pro-ratato part-time workers. Trainees and apprentices
receive lower rates, which are set out in agreements.

Based upon data provided by thetextile, gppardl, and footwear workers' union FILTEA-CGIL, minimum
monthly contractua wages set in the national textile and appard industry contract Sgned 27 July 1995 are
asfollows?

Grades 01 July 95 01 July 96 01 Jan 97 01July 95 01 July 96 01 Jan 97
(thousands of Italian lire) (U.S. dollars)

8 (highest) 1,269 2,378 2,438 77853 154115 1,433.27

1 (lowest) 559 1,592 1,615 34294 1,031.76 949.44

and the minimum monthly contractual wages set in the nationa footwear industry contract sgned
12 July 1995 are asfollows:

Grades 01 July 95 01 July 96 01 Jan 97 01July 95 01 July 96 01 Jan 97
(thousands of Italian lire) (U.S. dollars)
8 (highest) 2,330 2,398 2,458 1,429.45 155412 1,445.03

1 Unlessnoted otherwise, information presented hereisfrom American Embassy—Rome, unclassified telegram
No. 1694 (March 15, 1999).

2 yu.s. Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 1321.

3 Ccaselawin Italy has established that minimum wagerates determined by asectoral collective agreement must
be applied by employers which are not members of the signatory employers’ organization. See*International Minimum
Pay: Current Minimum Pay Rates,” European Industrial Relations Review, No. 266 (March 1996), p. 17.

4 Relevant sections of the economic newspaper |1 Sole 24 Ore with wage information have been provided to

the U.S. Department of Labor. Figures given in U.S. dollars (US$) have been converted from Italian lire (Lit) at the
exchangerate of Lit1,630 per US$1 for 1995; 1,543 for 1996; 1,701 for 1997; and 1,736 for 1998.
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1 (lowest) 1,566 1,592 1,615 960.74  1,031.76 949.44

A 1997 law reduced the legal workweek to 40 hours from 48.5 Most collective bargaining agreements
provide for a 36- to 38-hour workweek. The average contractual workweek is 39 hours but is actualy
lessin many indudtries. Overtime work may not exceed 2 hours per day or an average of 12 hours per
week.

PREVAILING OR AVERAGE WAGE

The Nationd Statigtical Office (ISTAT) prepares indices of average annua contractud wages by sector.
Recent datafor the gpparel and footwear industries appear below. Thewage datainclude: basic pay, cost
of living increases, thirteenth month pay, and regularly given annua bonuses. Wageincreasesresulting from
company level bargaining (that can total an additiona 30 percent of basic pay) are not included. Socid
security contributions paid directly by the employer to the Socid Security Ingtitute (INPS) are dso not
included. In 1995, employer-paid socid security contributions amounted to 44.9 percent of the average
contractud wage in the gppard industry and 46.0 percent in the footwear industry.

Average Annual Contractual Wagesfor Workersin Appare and Footwear Industries, 1995-98

Sector Avg. Annual Manual  Non-Manual Avg. Annual  Manual Non-Manual

and Salary Before Workers  Workers Salary Before Workers  Workers

Year Taxes Taxes

(thousands of Italian lire) (U.S. dollars)

Apparel

1995 24,344 23,729 28,997 1493497 1455767  17,789.57

1996 21,140 24454 27,964 1629294 1584835 1812314

1997 26,001 26,252 29,042 1528571 1543327  17,073.49

1998 26,662 25,905 29,843 1535829 1492224  17,190.67

Footwear

1995 24,366 23,905 28,004 1494847 1466564  17,180.37

1996 25,163 24,661 29,197 16,307.84 1598250  18,922.23

1997 26,059 25516 30,437 1531981 1500059  17,893.59

1998 26,766 26,174 31,359 1541820 1507719  18,063.%4
Source: ISTAT

The table below presents data from the U.S. Bureau of Labor Statistics on hourly compensation cosisin
Italy for production workersin the manufacturing sector and in the gpparel and footwear industries. They
include pay for time worked, paid leave, bonuses, and other benefits paid directly to the employee aswell

Sus. Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 1321.
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asthe cost of socia insurance programs® No data were avail able on average hoursworked per week by
production workers in al manufacturing or in the gppard or footwear industries. Current hourly
compensation costs, which are reported by the U.S. Bureau of Labor Statistics in the nationd currency,
were converted to US$ using the annud average exchange rate published in the Internationd Monetary
Fund's International Financial Satistics (March 1999). To track changesin real hourly compensation
(i.e., compensation adjusted for inflation), areal compensation index was computed by deflating current
hourly compensation in the nationd currency with the annua average national consumer price index as
published in the Internationa Monetary Fund' sInternational Financial Satistics(March 1999), indexed
to 1990 = 100.

Hourly Compensation Costsin All Manufacturing, Appar €, and Footwear

Year All Manufacturing Apparel Footwear Real Compensation Index (Lit; 1990=100)
(Lit) (US$) (Lit) (US$H) (Lit) (US$) Manuf.  Apparel Footwear
1990 20,900 17.44 15,695 13.10 16,663 13.91 100 100 100
1991 22,734 18.33 16,783 13.53 17,948 14.47 102 101 101
1992 23,841 19.35 17,700 14.36 18,933 15.36 102 101 102
1993 24,858 15.80 18,332 11.65 19,738 12.54 102 100 102
1994 25,591 15.87 19,040 11.81 20,166 12.51 101 100 100
1995 26,398 16.21 19,432 11.93 20,843 12.80 99 97 98
1996 27,352  17.73 20,169 13.07 21,531 13.95 99 97 97
1997 28,528 16.75 na na na na 101 na na

Note na= not available.
Source:  U.S. Department of Labor, Bureau of Labor Statistics, International Comparisons of Hourly Compensation
Costs for Production Workers in Manufacturing, May, 1999.

NON-WAGE BENEFITS

Minimum contractual wages (i.e., basic take home pay) noted above are only a portion of total wages,
which indude

Wage increases resulting from company-level bargaining, which takes place in yearsin between
nationd labor contracts, i.e.,, every two years. Company-level bargaining generaly has yielded
increases of an estimated 30 percent above the minimum contractud wage; however, only one-
third of al companies in the textile and footwear sectors engage in company leve collective
bargaining that results in wage increases,

Separation pay, amounting to one month’s pay for each year of service (withheld by the employer
until the worker quits);

6 U.S. Bureau of Labor Statistics, International Comparisons of Hourly Compensation Costs for Production
Workers In Manufacturing, 1975-1997 (Washington: U.S. Department of Labor, May 1999).
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1 Socid security contributions, paid directly by the employer to the Socid Security Ingtitute (INPS)
to cover pension, unemployment, sick leave, and other state-mandated benefits.

A U.S. Socid Security Administration survey’ aborates on five different non-wage benefit programs
whichemployersin Itay participate on behdf of their employees: (1) old age, disability and death benefits,
begun in 1919, in which the insured person contributes 8.89 percent of earnings up to 63 million lire and
9.9 percent of earnings of 63-250 million lire, the employer contributes 23.8 percent of payroll, and the
government paysthefull cost of means-tested dlowancesand any overdl deficit; (2) Scknessand maternity
benefits, initiated in 1912 and now a dud socid insurance and universal medical care program, in which
the insured person contributes 1 percent of earningsup to 40 million lire plusasolidarity contribution of 0.8
percent on earnings between 40 million and 150 million lire, employers contribute 9.6 percent for Sckness
and 1.87 percent of payroll for tuberculosis benefits, and the government pays various subsdies plus a
portion of contributions due from employers;, (3) work injury benefits, begun in 1898, in which employers
pay 0.5-16 percent of payroll according to risk (the average for industrial workersisabout 3 percent); (4)
unemployment insurance, beganin 1919, isacompul sory insurance program for workersin privateindustry
in which employers pay 1.61-1.91 percent of payroll and the government pays adminigtrative codts plus
vaious subsdies, and (5) family alowances, begun in 1937, is an employment-rdlated system in which
employers pay 2-5 percent of payroll and the government provides various subsidies to this program.

ASSESSING BASIC NEEDS: THE POVERTY LINE

A “relative poverty” report has been presented every year since 1994 by the Inquiry Commission on
Poverty, in cooperation with ISTAT.® The poverty line is defined in terms of the national average per
capita consumption expenditures. A two-member household whose consumption expenditures are less
than or equd to the average per capita expenditure on consumption is considered to be poor. 1n 1997,
11.2 percent of al households in Itay lived in “reative poverty’—which, in terms of individuds, meant
some 6,908,000 persons or 12.2 percent of the Italian population. The poverty line for 1997 was set at
Lit1,233,829 per month for atwo-member household. This represented a 3.7 percent increase over the
corresponding 1996 level of Lit1,190,273. Equivalence scales are available adjust for different-sized
households.

A new poverty slandard will be initiated by the Commission inits1998 Report to beissued later thisyesar.
“Absolute poverty,” based on variations in a basket of minimum goods and services, ams a relating
poverty to developmentsin the living standard.

" Social Security Administration, Social Security Programs Throughout the World - 1997 (Washington: U.S.
Government Printing Office, August 1997), pp. 188-191.

8 The results presented here are based upon the latest available report: Council of Ministers, Inquiry
Commission on Poverty, 1997 Report (Rome: Commission on Poverty and Social Exclusion, no date).
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The Commisson’'s 1997 Report offers a preview of the new poverty measure that will be adopted. The
new absolute poverty measure will be based upon a minimum consumption basket comprised of three
components (food and drink, housing, and durable goods) plus an amount for resduad expenditures that
will assureamodest but sufficient standard of living in order to avoid any kind of socid excluson. Thefood
and drink basket is defined in terms of recommended dally alowances and nutritionad needs and
requirements, adjusted for age and sex of individuas but not for scale economies for larger families. The
housing expenditure is based on rents for adequate facilities and includes minimum-level expendituresfor
utilities. For the durable goods component, three goods were considered as basi ¢ needs (color televison,
refrigerator, and washing machine) and monthly depreciation was taken into account. The residua
component, whichisto account for clothing and footwear, persona care, cultura and recreetiond activities,
transportation, and other household expenditures, is defined as a percentage of expenditure on food and
drink, ranging from 33 percent for two-member households to 43 percent for five-member households.

The Commission gpplied thisnew method and obtai ned estimatesfor absol ute poverty thresholdsfor 1997.
Using the monthly threshold obtained for 1997, the Commission then computed the money vaue of the
baskets for 1995 and 1996 by deflating the corresponding vaues using the consumer price index. The
following tables presents the poverty lines under the new definition (absolute line) and compares them to
the old definition (relative line):

Absolute and Relative Poverty Lines by Household Size, 1995-1997
(current lire per month)

Family Size Absolute Poverty Line Relative Poverty Line

1995 1996 1997 1995 1996

1997
1 member 625,254 650,264 663,270 684,870
712,974
739,064
2 members 937,286 974,778 994,273 1,143,3551,190,273
1,233,829
3 members 1,331,305 1,384,557 1,412,249 1,526,3791,589,014
1,647,162
4 members 1,685,885 1,753,321 1,788,388 1,865,9551,942,526
2,013,609
5 members 2,124,848 2,209,842 2,254,040 2,178,0912,267,470
2,350,444
6 members 2,449,018 2,546,979 2,597,918 2,458,2132,559,087
2,652,732
7 members or more 2,763,528 2,874,069 2,931,550 2,745,1952,857,845
2,962,423

Source: ISTAT, Household Budget Survey.

Incidence of Absolute and Relative Poverty by Household Size, 1995-1997
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(percentage of households that are poor)

Family Size Incidence of Absolute Poverty Incidence of Relative Poverty
1995 1996 1997 1995 1996 1997

1 member 7.3 6.6 8.1 9.6 9.0 11.6

2 members 5.7 5.0 4.3 10.6 9.8 9.2

3 members 45 4.2 4.8 7.1 7.4 9.0

4 members 5.8 6.7 5.6 8.5 9.6 8.4

5 members or more 22.4 20.1 22.1 23.1 211 24.1

All households 7.7 7.2 7.5 10.6 10.3 11.2

Source: ISTAT, Household Budget Survey.

Incidence of Absolute Poverty by Type of Household, 1997
(percentage of household that are poor)

Household Type Incidence of Absolute Poverty
Single member, less than 65 years of age 5.2
Couple, head of household less than 65 1.4
Single member and Couple,

head of household 65 or older 9.4
Couple with one child 4.5
Couple with 2 children 5.5
Couple with 3 or more children 23.9
Single parent 6.3
Households with at least one child underage 10.1

Source: ISTAT, Household Budget Survey.

A compendium of poverty and income didribution datistics prepared by the International Labor
Organizatior® reportsfor 1988 that 24.2 percent of the Italian popul ation was bel ow the poverty line of 50
percent of nationa mean equivaent expenditureX® A morerecent study, using adightly different definition,
reported for 1986 that 10.6 percent and for 1991 that 6.5 percent of the Italian population was below the

9 Hamid Tabatabai, Satistics on Poverty and Income Distribution: An ILO Compendium of Data (Geneva:
International Labour Office, 1996), p. 75.

O Theestimateisreferenced asori ginating from Eurostat,Poverty Statisticsinthe Late 1980s: Resear ch Based
on Micro-Data (L uxembourg: Officefor Official Publicationsof the European Communities, 1994), p. 414. Thestudy was
conducted for Eurostat by Aldi J.M. Hagenaars, Klassde Vos, and M. Asghar Zaidi and was based on the Survey of
Family Consumption (ISTAT). The study uses household expenditure per adult equivalent (OECD equivalence scales)
with the poverty line set at 50 percent of the mean of this variable. Equivalence scales were used to compensate for
differences dueto family size. See Tabatabai, Statistics on Poverty and Income Distribution: An ILO Compendium of
Data, p. 137.
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poverty line of 50 percent of median disposable income.!
MEETING WORKERS NEEDSWAGE

Thereislittle conclusve evidence on the extent to which wages and non-wage benefitsin the footwear or
gopard indudriesin Ity meet workers basic needs. The U.S. Embassy did not identify any information
on living wage dudiesin Itay.

i mothy M. Smeeding, Financial Poverty in Developed Countries: TheEvidencefromLIS, Final Report to
the UNDP, Working Paper No. 155, Maxwell School of Citizenship and Public Affairs, Syracuse, NY (April 1997),
Appendix Table A-4.
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JAMAICA:!
MINIMUM WAGE

Jamai ca has two minimum wages, one for industrid security guards and one for unskilled and semi-skilled
workers. A tripatite Minimum Wage Advisory Commisson—conssting of representatives from
employers, unions, and the government—advisesthe Minigter of Labor on dl mattersreating to minimum
wages. In determining the minimum wage, the government considersthe cost of aselected market basket
the ability of employersto pay.

Thefoallowing isalist of the current minimum wages for industrial security guards (basic pay for industria
security guard, effective January 1997): for work within a norma 8 hour day or 40 hour week—40.60
Jamaicandoallars (J$) per hour; for work in excess of an 8 hour day or 40 hour week—J$60.75 per hour;
and for work on public holidays or rest days—J$81.00 per hour.

The following is a ligt of the current minimum wages for generd workers (unskilled and semi-skilled,
effective July 1996): for work within a normal 8 hour day or 40 hours week—J$20 per hour; for work
done in excess of an 8 hour day or 40 hour week—J$30 per hour; and for work on public holidaysor rest
days—J$40 per hour.

A norma workweek for household workersis up to 44 hours. However, it should be noted that thewage
rates offered/demanded exceed the minimum wage. The minimum wage generaly serves as a base
guiddine for employers. According to the Minisiry of Labor, anew minimum wage proposd is presently
under consderation.

PREVAILING OR AVERAGE WAGE

Inthe gpparel sector, workers are paid a base rate, based upon a given quantitative level and time frame,
which varies from company to company and items produced. The base rate is generaly above the
minmumwage. In addition to the base rate, workers are dso paid apiece rate for items produced above
the quantity stipulated under the base rate.

Thefollowing isasample of average net annua earnings for various occupationa groups in the Jamaican
appare sector for 1998:

1Unless noted otherwise, information presented here is from American Embassy—Kingston, unclassified
telegram No. 579 (February 25, 1999).
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Occupational
Group or Position

Plant Manager
Production Manager
Cutting Manager
Engineer

Skilled Cutting L abor
Quality Inspector
Machine Operator
General Labor

Net Annual Earnings
(U.S. dallars—US$)

15,000 - 28,200
10,000 - 22,500
10,000 - 19,800
10,000 - 22,500
4,100 - 5,000
3700 - 4100
1,800 - 3,000
1800 - 2250

The table below presents available data from the Internationa Labor Organization (ILO) on average
weekly earnings (direct wages per worker) in Jamaicafor al employeesin the manufacturing sector; deta
were not available for the gpparel and footwear industries. Earnings data include pay for time worked,
paid leave, bonuses, and other benefits paid directly to the employee, but not the cost of socid insurance
programs.? Average hours worked per week by al employees in manufacturing were 38.6 for the years
1990 through 1992.2 Current average earnings, which are reported by the ILO in the nationa currency,
were converted to US$ using the annud average exchange rate published in the Internationd Monetary
Fund’ sInternational Financial Satistics (March 1999). Totrack changesinred earnings(i.e., earnings
adjusted for inflation), a real earnings index was computed by deflating current earnings in the naiond
currency with the annual average nationa consumer priceindex as published in the Internationa Monetary
Fund's International Financial Satistics (March 1999), indexed to 1990 = 100.

Average Weekly Earningsin All Manufacturing

Year All Manufacturing Real Earnings Index (J$; 1990=100)
(3% (US3$) All Manufacturing
1990 451 63 100
1991 701 58 103
1992 895 39 74
1993 na na na
1994 na na na
1995 na na na
1996 na na na
1997 na na na

2 International Labour Organization, Year book of Labour Statistics, 1998 (Geneva: International Labour Office,

1998), p. 805.

3International L abour Organization, Year book of Labour Statistics, 1998 (Geneva: International Labour Office,

1998), p. 737.
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Note na= not available
Source: ILO, Yearbook of Labour Statistics, 1998, p. 890.

NON-WAGE BENEFITS

Government mandated non-wage benefitsincludethefollowing: sick and annud |eave; satutory deductions
which include the employers contribution to nationa housing trust—3 percent of gross sdary; naiond
insurance scheme—2.5 percent; education tax—3 percent; and apenson which is5 - 7 percent of every
worker’sincome. Most employers aso provide other benefits to certain categories of workers such as
transportation alowances, rent alowances (aportion of whichistaxable), uniform and laundry alowances,
and recreetion alowances. While these benefits vary from company to company in the gppardl industry,
the most common benefits offered are transportation and meal alowances.

A U.S. Socid Security Adminigtration survey* elaborates on three non-wage benefit programs in which
employers in Jamaica participate on behdf of their employees. (1) old age, disability, and deeth benefits,
begunin 1958, are part of asocid insurance program in which theinsured person pays 2.5 percent of their
earnings (up to J$250,000 per year), the employer pays 2.5 percent of wages (up to J$250,000 per year),
and the government covers adminigirative expenses; (2) sckness and maternity benefits, begun in 1979,
are part of the socia insurance program with the same contributions asfor pensions above; (3) work injury
benefits, begun in 1937, are dso part of the socid insurance system and the insured person pays nothing,
the employer pays as in pension coverage above, and the government, as an employer, only contributes
for its own employees.

ASSESSING BASIC NEEDS: THE POVERTY LINE

According to the Planning Indtitute of Jamaica, an individua or household is consdered poor if unable to
attain a leve of red consumption expenditure at or above an appropriate poverty line on the basis of
personal income and assets. 1n 1997, the poverty line was set a consumption levels below J$126,922
(US$3,567) per annum for afamily of five. According to reports, 20 percent of the population is below
the poverty leve in Jamaica

A compendium of poverty and income didtribution statistics prepared by the Internationa Labor
Organizatior? reports several sets of measures of anationa poverty line for Jamaica:

4 social Security Administration, Social Security Programs Throughout the World - 1997 (Washington: U.S.
Government Printing Office, August 1997), pp. 192-193.

5 Hamid Tabatabai, Statistics on Poverty and Income Distribution: An ILO Compendium of Data (Geneva:
International Labour Office, 1996), p. 63.
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for 1980, 51 percent of the rura Jamaican population was below the poverty line®

for 1985, 5.9 percent of the Jamai can population was below the poverty line of US$31 per capita
per month, based on 1985 purchasing power parity adjusted US$ (3$74).’

for 1989, 18.3 percent of the rural and 4.4 percent of the urban Jamaican population were below
the poverty line of US$60 per capita per month, based on 1985 purchasing power parity adjusted
USS; the national poverty rate was 12.1 percent.?

The World Bank reports’ that, in 1992, 34.2 percent of the Jamaican popul ation was below the country-
specific poverty line; the same source reports that, in 1993, 24.9 percent of the Jamaican population was
bel ow theinternational poverty line of US$2 per person per day and that 4.3 percent of the population was
below the internationa poverty line of US$1 per person per day, both in 1985 purchasing power parity
adjusted USS.

MEETING WORKERS NEEDS
Thereislittle conclusive evidence on the extent to which wages and non-wage benefitsin the footwear or
apparel industries in Jamaica meet workers basic needs. The U.S. Embassy noted that the following

studies have been done on wagesin Jamaica

Jamaica Employers Federation, “Sdary and Fringe Benefits for Supervisory, Clericd and
Production (1997),” abiannua report published by the Federation;

® The estimate is referenced as originating from R. Urzua, Caracterizacién, Dimensionesy Evolucion dela
Pobreza Rural [Characterization, Dimensions and Evolution of Rural Poverty], FAO Studies on Rural Poverty (Rome:
FAO, 1984). No further information is provided in the ILO compendium regarding the estimate.

" The estimate is referenced as originating from Elaine K. Chan, “A Compendium of Data on Poverty and
Income Distribution,” Background Paper for theWor|d Devel opment Report 1990, Mimeographed (Washington: World
Bank, 1990), p. 44. The estimate is uses data from the household Survey of Living Conditions 1988 conducted by the
Statistical | nstitute of Jamai caandtheWorld Bank, Preliminary Report on Living Conditions Survey, Jamaica(Kingston:
World Bank, no date), Table 3.1. SeeTabatabai, Statistics on Poverty and Income Distribution: An1LO Compendium
of Data, p. 162.

8 The estimates are referenced as originating from George Psacharopoul os, Samuel Morely, Ariel Fiszbein,
Haeduck Lee, and Bill Wood, Poverty and IncomeDistributioninLatin America: The Sory of the 1980s, Latin America
and the Caribbean Technical Department, Regional Studies Program, Report No. 27 (Washington: World Bank, 1993),
Table 13.1 and pp. 62-69. The study is based on national-level household surveys compiled by the Economic
Commission for Latin Americaand the Caribbean (ECLAC) and the World Bank. The poverty lines, in 1985 purchasing
power parity adjusted US$, were converted into national currencies, but were not providedin the ILO compendium. See
Tabatabai, Statistics on Poverty and Income Distribution: An ILO Compendium of Data, p. 138.

9 World Bank, World Devel opment Report 1998/99 (New Y ork: Oxford University Press, 1999), p. 196.
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Panning Indtitute of Jamaica, “ Standard of living conditions,” published annudly by the Jamaican
government; and

Statidticd Inditute of Jamaica, “Employment, Earnings and Hours Worked in Large
Establishments, 1996-1997,” published by the Jamaican government.
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MACAU:

MINIMUM WAGE

M acau hasno minimumwage. According to asenior economic officid, the Legidative Council considered
aminimum wagehill in 1998, but postponed find action pending an improvement in the economic Situation.
Labor legidation provides for a 48-hour workweek, an 8-hour workday, and overtime; the law aso
requires a 24-hour rest period for every 7 days of work.?

PREVAILING OR AVERAGE WAGE

The average monthly wage for workersin the garment industry in 1995 was 4,026 patacas (P), about 520
U.S. dollars(US$); P3,900 (US$504) in 1996; P4,177 (US$540) in 1997; and P4,096 (US$529) in 1998
(through the third quarter). For the footwear industry, data are only available for 1997 (P3,516 or about
US$454 per month) and 1998 (P3,252 or about US$420 per month).

The table below presents available data from the International Labor Organization (ILO) on average
monthly earnings (direct wages per worker) in Macau for al employees in the manufacturing sector and
inthe apparel and footwear industries. They include pay for time worked, paid leave, bonuses, and other
benefits paid directly to the employeg, but not the cost of socia insurance programs.®  Average hours
worked per week by production workerswere 48.3 in al manufacturing for the years 1990 through 1997,
and 52.5 in the appardl industry and 49.7 in the footwear industry for the years 1990 through 1992.#
Current average earnings, which arereported by the ILO inthe national currency, were converted to US$
usngtheannud average exchangerate published in annud editionsof the Centra Inteligence Agency’sThe
World Factbook. To track changesin rea earnings (i.e,, earnings adjugted for inflation), ared earnings
index was computed by deflating current earningsin the nationd currency with the annua average nationa
consumer price index as published in annua editions of the Centrd Intelligence Agency’s The World
Factbook, indexed to 1990 = 100.

1 Unless noted otherwise, information presented here is from American Consul—Hong Kong, unclassified
telegram No. 1192 (February 26, 1999).

2us. Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U. S.
Government Printing Office, April 1999), p. 985.

3| nternational Labour Organization, Yearbook of Labour Statistics, 1998 (Geneva: International Labour Office,
1998), p. 805.

#|nternational Labour Organization, Yearbook of Labour Statistics, 1998 (Geneva: International Labour Office,
1998), p. 753.
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Average Monthly Earningsin All Manufacturing, Appare, and Footwear

Year All Manufacturing Apparel Footwear Real Earnings Index (P; 1990=100)
(P) (US$) (P) (US$H) P (USH) Manuf. Apparel Footwear
1990 2,058 256 na na na na 100 na na
1991 2,232 278 na na na na 100 na na
1992 2,509 315 na na na na 105 na na
1993 2,926 364 na na na na 113 na na
1994 3,111 387 na na na na 112 na na
1995 3,210 400 na na na na 106 na na
1996 3,124 392 na na na na 98 na na
1997 3,323 416 4,465 559 3,601 451 101 na na

ote na= not available.
Source: ILO, Yearbook of Labour Statistics, 1998, p. 910.

NON-WAGE BENEFITS

Workersintheapparel and footwear industry—aswith other sectorsof the M acau economy—receiveonly
severance pay, if lad off, and paid annua holidays. In the abosence of any statutory minimum wage or
publicly administered socid security programs, some large companies provide private welfare and security
packages.®

ASSESSING BASIC NEEDS: THE POVERTY LINE

M acau has not determined an officia poverty line, and does not publish data on median income, household
income, or the percentage of households'workers that fall under various income categories.

MEETING WORKERS NEEDS

Thereislittle conclusive evidence on the extent to which wages and non-wage benefitsin the footwear or
apparel industriesin Macau meet workers' basic needs. Someinformation from U.S. Department of State
or American Consul reports indicates more generdly that average wages generdly provide a decent
standard of living for aworker and family in Macau.® The American Consul reported that Macau officids
were unaware of any studies on the issue of the living wage.

Sus. Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U. S.
Government Printing Office, April 1999), p. 985.

6us. Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U. S.
Government Printing Office, April 1999), p. 985.

11-97



MALAYSIA*

MINIMUM WAGE

Thereisno nationd minimumwageinMaaysa A government-prescribed minimum wage was abandoned
more than twenty years ago and is not viewed as necessary due to Mdaysids chronicaly tight labor
market and resulting upward pressure on wages.

The Wage Councils Act provides for a minimum wage in those sectors and regions of the country where
aneed exists? Under the law, workers who believe they need the protection of a minimum wage may
request that awage council be established. However, few workers are now covered by minimum wages
set by wage councils and the government prefers to let market forces determine wage retes.

Under the employment Act of 1955, working hours may not exceed 8 hours per day or 48 hours per
workweek of 6 daysand provisionsare madefor overtime; each workweek must include one 24-hour rest

period.
PREVAILING OR AVERAGE WAGE

The U.S. Embassy wasnot ableto provide any information on prevailing wagesin thefootwear and apparel
industries.

The table below presents available data from the International Labor Organization (ILO) on average
monthly earnings (direct wages per worker) in Maaysafor al employeesin the manufacturing sector and
inthe apparel and footwear industries. They include pay for time worked, paid leave, bonuses, and other
benefits paid directly to the employee, but not the cost of socia insurance programs* No data were
avallable from the ILO for average hours worked per week by al employees in manufacturing or in the
gpparel or footwear industries. Current average earnings, which are reported by the ILO in the nationa
currency, were converted to US$ using the annua average exchange rate published in the Internationa

1Unless noted otherwise, information presented here isfrom American Embassy—KualaL umpur, unclassified
telegram No. 788 (April 6, 1999).

2us Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 1004.

Sus Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 1004.

#|nternational Labour Organization, Yearbook of Labour Statistics, 1998 (Geneva: International Labour Office,
1998), p. 805.
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Monetary Fund's International Financial Statistics (March 1999). To track changesin red earnings
(i.e,, earnings adjusted for inflation), ared earnings index was computed by deflating current earningsin
the nationd currency with theannua average nationa consumer priceindex aspublished intheInternationd
Monetary Fund’s International Financial Statistics (March 1999), indexed to 1990 = 100.

Average Monthly Earningsin All Manufacturing, Apparé€, and Footwear

Y ear All Manufacturing Apparel Footwear Real Earnings Index (RM; 1990=100)
(RM) (US$) (RM) (USH) (RM) (US$) Manuf. Apparel Footwear
1990 660 244 493 182 458 169 100 100 100
1991 719 261 525 191 573 208 104 102 120
1992 794 312 600 236 529 208 110 111 106
1993 848 329 636 247 765 297 114 114 148
1994 928 354 706 269 789 301 120 122 147
1995 1,002 400 742 296 807 322 123 122 143
1996 na na na na na na na na na
1997 na na na na na na na na na
ote: na= not available.

Source: ILO, Yearbook of Labour Statistics, 1998, p. 911.

NON-WAGE BENEFITS

There are no government-mandated non-wage benefits or tax credits for workers in the apparel and
footwear industries other than thosein the Employment Act and the Workmen’ s Compensation Act, which
aoply to dl indudtries.

A U.S. Socid Security Adminigtration survey® elaborates on two non-wage benefits programs in which
employersin Mdaysamust participate on behdf of their employees (1) old age, disability, and death
benefits, begun in 1951, are provided through a provident fund and a socid insurance dimension was
added in 1969. Theinsured person contributes 11 percent of their earningsto the provident fund and 0.5
percent to the disability fund according to 24 wage classes, employers contribute 12 percent of the payroll
to the provident fund and 0.5 percent of payroll to the disability fund according to the 24 wage classes,
and the government pays nothing. For sickness and maternity benefits, medical care is available in
government dispensariesand hospitals, and anominal feeischarged to personsableto pay; (2) work injury
benefits, begunin 1929, are financed entirely by employerswho pay 1.25 percent of the payroll according
to 24 wage classes.

ASSESSING BASIC NEEDS: THE POVERTY LINE

The mogt recent dataavailable regarding the poverty lineis based on the 1995 Household Income Survey

5 Social Security Administration, Social Security Programs Throughout the World - 1997 (Washington: U.S.
Government Printing Office, August 1997), pp. 231-232.
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(H1S). The 1995 HIS identifies the following poverty line incomes: 425 ringgit Maaysa (RM) per month
for ahousehold size of 4.6 in peninsular Madaysa and RM601 per month for a household sze of 4.8 in
Sarawak, East Mdaysa The 1995 HIS estimates the incidence of poverty among Maaysan citizens at
370,200 households, or about 8.9 percent of the total number of households.

A compendium of poverty and income didribution gatistics prepared by the International Labor
Organizatiorf reports several sets of measures of anationa poverty line for Malaysia

For 1980, 37.4 percent of the rural and 12.6 percent of the urban Malaysian households were
below the officid poverty line (RM270 per household per month in 1978 prices), with anationa
poverty rate of 29.0 percent;

for 1987, 22.4 percent of therural and 8.3 percent of the urban householdswere below the official
poverty line (RM350 per household per monthin 1987 prices), with anational poverty rateof 17.3
percent; and

for 1989, 19.3 percent of therural and 7.3 percent of the urban householdswere below the official
poverty line, with anationa poverty rate of 15.0 percent.’

for 1985, 6.7 percent of the Maaysian population was below the poverty line of US$31 per
capita per month in 1985 purchasing power parity adjusted US$ (or RM39) 2

® Hamid Tabatabai, Statistics on Poverty and Income Distribution: An ILO Compendium of Data (Geneva:
International Labour Office, 1996), pp. 37-38.

" Theestimates are referenced asoriginating from the Government of Malaysia, Mid-termReview of the Fourth
Malaysia Plan, 1981-1985 (Kuaa Lumpur, 1984), Mid-term Review of the Fifth Malaysia Plan , 1986-1990 (Kuala
Lumpur, 1989), and Sixth Malaysia Plan, 1991-1995 (Kuaa Lumpur, 1991). The government studies appear to have
estimated the incidence of poverty by calculating a poverty line income and then comparing it to the actual income
reported in income surveys to determine the number of househol ds with incomes below the poverty lineincome. The
World Bank has rai sed some questions about the methods which relateto coverage, consistency over time, and the use
of indirect income estimates. The poverty line income is adjusted annually for inflation, but not for cost of living
differencesinrural and urban areas. See Tabatabai, Satisticson PovertyandIncomeDistribution: AnILO Compendium
of Data, p. 151.

8 Theestimateisreferenced asoriginating from ElaineK. Chan, “ A Compendium of Dataon Poverty and Income
Distribution,” Background Paper for the World Devel opment Report 1990 (Washington: World Bank, 1990), pp. 45-46.
Income data from the Househol d Income and Expenditure Survey 1984 were converted into expenditures by assuming
a national savings rate of 33 per cent (to ensure comparability between poverty estimates in Malaysia and other
countries). An absolute poverty line, defined as an expenditure level below which basic needs cannot be satisfied, was
arbitrarily set 35 percent higher than the Indian poverty linefor rural areaswhich at that time was considered to be more
representative of many devel oping countries. The poverty line corresponded to US$31 after adjustment for purchasing
power parity had been madeto the 1985 official exchangerate. The purchasing power parity poverty linewas converted
into the national currency using estimates from Robert Summers and Alan Heston, “A New Set of International
Comparisons of Real Product and Price Levels: Estimates for 130 Countries, 1950-1985,” Review of Income and Wealth,
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1 for 1989, 6.4 percent of the Maaysian population was below the poverty line of US$30.42 per
capita per month (i.e., US$1 per day) in 1985 purchasing power parity adjusted US$.°

The World Bank reports'® that, in 1989, 15.5 percent of the Malaysian popul ation was bel ow the country-
specific poverty line. The same source reports that, in terms of internationa poverty measures, in 1995,
26.6 percent of the Maaysian population was below the international poverty line of US$2 per person per
day and 5.6 percent of the popul ation was bel ow theinternationd poverty lineof US$1 per person per day,
both in 1985 purchasing power parity adjusted USS.

MEETING WORKERS NEEDS

Thereislittle conclusive evidence on the extent to which wages and non-wage benefitsin the footwear or
appard indudtries in Maaysa meet workers basic needs. Some information from U.S. Department of
State or U.S. Embassy reportsindicatesmore generally that minimum wages set by wage councilsgeneraly
do not provide for adecent standard of living for aworker and family; however, prevaling wages, even
in the sectors covered by the wage councils, are higher than the minimum wages st by the wage councils
and do provide a decent living.'* The U.S. Embassy did not identify any studies on the living wage in
Mdaysa

Series 34, No. 1 (March 1988), pp. 1-25. See Tabatabai, Statistics on Poverty and Income Distribution: An ILO
Compendium of Data, pp. 136; 151.

% The estimate is referenced asoriginating from Shashou Chen, Gaurav Datt, and Martin Ravallion, “1sPoverty
Increasing in the Developing World?’ Policy Research Working Paper WPS 1146 (Washington: World Bank, 1993).
This study uses essentially the same methodology as the World Bank’s World Development Report 1990, but with
updated purchasing power parity rates. See Tabatabai, Statistics on Poverty and Income Distribution: An ILO
Compendium of Data, p. 137.

10 World Bank, World Devel opment Indicators 1999 (Washington: World Bank, 1999), p. 67.

Hus Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 1004.
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MAURITIUS

MINIMUM WAGE

The Nationd Remuneration Board (NRB) isthe agency responsible for the setting of minimum wagesand
other conditions of employment with respect to various categories of workers in the private sector in
Mauritius, including the appardl and footwear industry. The NRB is a joint consultative/negotiating body
comprised of workers and employersrepresentatives. Although it technically operates under the Ministry
of Labor and Industrid Relations, it is an independent body. Minimum wages are fixed on the bad's of
occupation and industry.?

When unions believe there is a case for reviewing the minimum wage and other non-wage bendfits in a
particular sector of activity or for acertain category of employees, they submit their request to the Minister
of Labor who then refers the case to the NRB for review. The various parties concerned are then invited
to hearing sessions to present and defend their proposals. On the basis of these sessions, the NRB
prepares a technicad report which is submitted to its chairman. The report  andyzes the impact of the
union’s demands on such factors as the industry’ s profitability, investment, employment, productivity, etc.
Based on the findings of the report, the NRB’s chairman will make recommendeations to the Minister of
Labor. Unions and employers are given fourteen days to transmit their comments on the report. The
comments, and counter-proposals, are then reviewed by the NRB and the Minister. A find report is
compiled and the recommendations are presented to the Council of Ministers for approva. These
recommendations form the bag's of the remuneration orders which are enacted by the government.

The prescribed minimum wage for factory workers® in the export processing zone (EPZ), including the
apparel and footwear industry, is348.36 Mauritian rupees (MRS), or 13.90 U.S. dollars (US$),* per week

1 Unless noted otherwise, information presented here is from American Embassy—Port Louis, unclassified
telegram No. 996 (May 6, 1999).

2 For more information on the minimum wage in Mauritius, see International Labour Organization (ILO),
“MinimumWageFixinginMauritius,” Labour Law and L abour RelationsBranch (LEG/REL ) Briefing Note No. 6 (Geneva:
International Labour Office, 1997), which is also available on the ILO’s web site:
<http://www.ilo.org/public/english/80rel pro/legrel/papers/brf notes/minwages/mauriti 3.htm>.

A “factory worker” (in contrast to an “unskilled worker”) isaworker who performs manual tasksrequiring a
particular skill or aptitude and includes a person who is required to attend to or operate amachine. See Government of
Mauritius, Government Notice No. 65 of 1987, The Industrial Relations Act, Regulations made by the Minister under
section 96 of the Industrial Relations Act, cited as the Export Enterprises (Remuneration Order) (Amendment)
Regulations 1987.

4 At the current exchange rate of MRs25 to US$1.
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for thefirst year of employment. For subsequent years, the minimum wageisMRs366.11 (US$14.60) per
week. For adminigrative purposes, however, workersare generally paid on afortnightly or monthly basis.

The standard lega workweek in the industria sector is 45 hours. Inthe EPZ, an employee may work an
additiona 10 hours per week, dthough a a higher hourly wage.® For the purpose of determining
remuneration due for extrawork, the weekly basic rate of amonthly paid worker (other than awatchman)
is deemed to be three-thirteenths of the monthly basic rate; the basic rate per hour is deemed to be one
forty-fifth of the weekly basic rate.®

PREVAILING OR AVERAGE WAGE

Officid datistics published by the government show that in March 1998 the average monthly earnings of
employeesin the gppard industry amounted to MRs6,452 (US$258) compared to MRs5,156 (US$286)
in 1995. In the footwear industry, the average monthly earnings amounted to MRs9,210 (US$368) in
March 1998 compared to MRs7,332 (US$407) in 1995.

Average Earnings by Selected I ndustrial Group in the Export Processing Zone, Mar ch 1994-M arch 1998

Employees exclusively on monthly rates of pay (rupees per month)

Industrial Group 1094 1995 1996 1997 1998
All Sectors 4955 5257 5497 5787 6422
Manufacturing 4954 5250 5493 5777 6403
Textiles 5072 5452 5632 5951 6,733
Wearing apparel 4956 5156 5463 5758 6452
Footwear and Leather Products 6,170 7332 8288 83%4 9210
Non-Manufacturing 5020 5707 5902 6527 8100

Employees exclusively on daily rates of pay (rupees per day)

Industrial Group 1994 1995 1996 1997 1998
All Sectors 11 117 125 137 145
Manufacturing 112 118 125 137 146
Textiles 132 14 165 176 194
Wearing apparel 109 111 119 134 143
Footwear and Leather Products 112 131 137 137 136
Non-Manufacturing 98 108 108 89 9

Source: Based on official Mauritian government statistics conveyed by the American Embassy, Port Louis.

Sus. Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 282.

6 See Government of Mauritius, Gover nment Notice No. 191 of 1984, thelndustrial RelationsAct, Regulations

made by the Minister under section 96 of the industrial Relations Act, cited as the Export Enterprises (Remuneration
Order) Regulations 1984.
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Employersinthe gpparel industry report that, in practice, workers can earn two or threetimesthe minimum
wage. Thisis mainly due to alabor shortage and employers, which have driven up wages, and to other
factors such as overtime work (workers may be required to perform extra hours of work for up to ten
hours a week for which they are paid a higher rate), productivity and attendance bonuses, and wage
compensation granted as aresult of anincreasein the cost of living.

The table below presents available data fromthe International Labor Organization (ILO) on averagedaily
earnings (direct wages per worker) in Mauritius for production workers in the manufacturing sector and
inthe appardl and footwear industries. They include pay for time worked, paid leave, bonuses, and other
benefits paid directly to the employee, but not the cost of socid insurance programs.” No data were
avalable fromthe ILO for average hours worked per week by production workersin al manufacturing or
in the apparel or footwear industries. Current average earnings, which are reported by the ILO in the
nationa currency, were converted to US$ using the annua average exchange rate published in the
Internationa Monetary Fund'’ sl nter national Financial Satistics(March 1999). Totrack changesinreal
eanings (i.e, earnings adjusted for inflation), a red earnings index was computed by deflating current
earnings in the naiona currency with the annua average nationd consumer priceindex as published inthe
I nternational Monetary Fund' sl nternational Financial Satistics (March 1999), indexed to 1990 = 100.

Average Daily Earningsin All Manufacturing, Apparel and Footwear

Year All Manufacturing Apparel Footwear Real Earnings Index (MRs; 1990=100)
(MRg) (US$) (MRs) (US$) (MRs) (US$) Manuf. Apparel Footwear

1990 60.48 4.07 52.65 3.54 79.00 5.32 100 100 100

1991 84.00 5.37 75.00 4.79 85.00 5.43 130 133 101

1992 93.00 5.98 82.00 5.27 97.00 6.23 137 139 110
1993 109.00 6.18 91.00 5.16 99.00 5.61 146 140 101

1994 122.00 6.79 108.00 6.01 109.00 6.07 152 154 104

1995 132.00 7.59 110.98 6.38 120.73 6.94 155 150 109

1996 137.00 7.63 117.99 6.57 122.34 6.82 151 149 103

1997 148.74 7.23 132.00 6.42 137.92 6.71 153 156 109

Source: ILO, Yearbook of Labour Statistics, 1998, p. 879.

NON-WAGE BENEFITS

The main government-mandated non-wage benefits for EPZ workers (including gpparel and footwear
indudtries) are; (8) annual leave after one year of service, workers are entitled to sixteen days leaveon
full pay if they are employed on asix-day week or fourteen daysif employed on afive-day week; (b) sick
|eave: after oneyear of service, workersemployed on asix-day week are entitled to twenty onedays sick
leave and a further period of fourteen days sick leave on full pay for prolonged illness, () maternity
benefits femae workers who have been employed for twelve months preceding their confinement are

’ International Labour Organization, Yearbook of Labour Statistics, 1998 (Geneva: International Labour Office,
1998), p. 805.
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entitled to twelve weeks' leave on full pay; (d) attendance bonus. workers who during a period of one
month and have not been absent on any day on which they are required to work are entitled to a bonus of
not less than five percent of the basic wage earned for that month; (€) end of year bonus. workers who
have been employed for one year are entitled to abonus equivaent to one twefth of their earningsfor that
year; (f) transport benefitsand facilities: workers are entitled to free transport or are paid the return bus
fare where no free trangport is available, if the distance between their residence and the place of work
exceeds 3.2 km; (g) subsistence allowance: when aworker, after having completed anorma day’ swork,
is required to work after 7:00 p.m., he or she must be provided with a medl alowance of MRs10
(US$0.40) ; and (h) death grant: on the deeth of a worker who has been employed for not less than
twelve continuous months, the employer must make aone-time payment of MRs1,000 (US$40) to hisher
Spouse.

A U.S. Socid Security Administrationsurvey? daborates on severd different non-wage benefit programs
in which employers are required to participate for their employees: (1) old age, disability, death isa dud
universd (for al resdents) and socid insurance program (earnings-related for al employees), begun in
1951, in which the insured person pay nothing for the universal pension and 3 percent of earnings for the
earnings-related pension, employers pay nothing toward the universal pension and 6 percent of payroll for
the earnings-related pension, and the government pays the entire cost of the universa pension and any
defidat for the earnings-related pension; (2) sickness and maternity benefits, first legidated in 1975, require
employersto provide up to 21 days of sick leave or 12 weeks of maternity leave (6 weeks before and 6
weeksafter confinement) to employees, free medicd servicesareavailableto the popul ationin government
dispensaries and hospitals, and financia assstance is available to needy persons; (3) work injury benefits,
initiated in 1931 as part of the a socid insurance system, cover dl employees and the employer pays the
entire cost as part of their contributions to the socia insurance program; and (4) the Unemployment
Hardship Relief Act of 1983 provides means-tested benefitsto heads of househol ds under age 60 after 30
days registered unemployment; and (5) aprogram of family alowancesfor needy familieswith 3 or more
children is supported entirely by the government.

ASSESSING BASIC NEEDS: THE POVERTY LINE

There are no official data on the poverty linein Mauritius. However, arecent ILO report® indicates that
in terms of abject poverty—as measured by the World Bank’s US$1 per person per day poverty
line—poverty is undoubtedly low in Mauritius. 1n 1997, the government conducted astudy on poverty in
Mauritius, but for politica reasons, the report was not released. Also the government is currently
undertaking a study with aview to putting in place a series of poverty dleviaion programs for Mauritius.

8 Social Security Administration, Social Security Programs Throughout the World - 1997 (Washington: U.S.
Government Printing Office, August 1997), pp. 241-242.

9 Task Force on Country Studies on Globalization, Studies on the Social Dimensions of Globalization:
Mauritius(Geneva: International Labour Office, March 1999). Copy sent by the American Embassy ison file.
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A compendium of poverty and income didribution gsatistics prepared by the Internationa Labor
Organization™® reports for 1979 12 percent of the Mauritian population was below the poverty line of
annua per capitaincome of US$190.1

The World Bank reports that, in 1992, 10.6 percent of the Mauritian population was below the national
poverty line.!?

MEETING WORKERS NEEDS

Thereislittle conclusive evidence on the extent to which wages and non-wage benefits in the footwear or
apparel indudtries in Mauritius meet workers basc needs. More generd information from the U.S.
Embassy indicates that |abor unions claim that EPZ workers have to work extra hours in order to earn
enough to meet their basc needs. They dso dam that, based on the actud cost of living, the minimum
living wage should be at least MR6,000 (US$250) per month. However, no forma study has been done
onthisissue to date. Thereislegidation which provides for the payment of an additiona remuneration to
workersin the private sector, including the EPZ, to compensate them for the annua increasein the cost of
living. The compensation granted is based primarily on the rate of inflation in the previous yeer.

10 Hamid Tabatabai, Satistics on Poverty and Income Distribution: An 1LO Compendium of Data (Geneva:
International Labour Office, 1996), p. 19.

1 The estimate is referenced as originating from the World Bank, Social Indicators of Development 1987
(Washington: World Bank, 1987). The poverty estimates are based upon an estimated absol ute poverty income level
below which aminimal nutritionally adequate diet plus essential non-food requirements are not affordable. According
to the UN’ sFood and Agriculture Organization (FAO), Thelmpact of Devel opment Strategieson the Rural Poor (Rome:
FAO, 1988), p. 7, thepoverty lineswere determined by: (1) identifying the food basket consumed by |ow-income groups
in the country (taken to be the 20" percentile of the household incomedistribution); (2) estimating the quantitiesof that
food basket necessary to provide the minimum calories and proteins required for nutritional needs; (3) costing the
minimum food basket at appropriate retail market prices; and (4) adding the estimated monetary equivalent of essential
non-food needs (clothing, shelter, etc.). See Tabatabai, Statistics on Poverty and Income Distribution: An ILO
Compendium of Data, p. 139.

2 \World Bank, World Devel opment Indicators 1999 (Washington: World Bank, 1999), p. 67.
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MEXICO:
MINIMUM WAGE

The minimum wage is set annually by the tripartite (Iabor, management, and government) National
Minimum Wage Commission (CNSM) during the first week of December. Normally, theincreasein
the minimum wage authorized by the CNSM is set to begin on January 1 of the following year.
However, the increase for 1999 became effective on December 3, 1998. For a decade, until 1997,
the decision of the CNSM followed tripartite deliberations in October in the context of an annual
Pacto Econémico between labor, business, and government to keep inflation in check. Since 1997,
the Pacto has been replaced by the annual congressional deliberations on the federal budget.?

The country is divided into three geographic areasfor purposes of the minimum wage, with the most
industrially developed areas in Zone A and the least developed in Zone C. For each of these three
geographic areas, there are 88 different occupational minima. The general minimum wage coversall
employees not covered by separate occupational minima, al of which are higher than the genera
minimum.  The minimum wage is for a day’s work of eight hours; however, workers who are
employed by the week are paid for seven days (six days of work and one day of rest). For 1999, the
minimumwagerates are: Zone A, 34.45 pesos (M$) per day, roughly 3.50 U.S. dollars (US$); Zone
B, M$31.90 per day, roughly US$3.24; and Zone C, M$29.70 per day, roughly US$3.02. A tableat
the end of this country summary presents the general daily minimum wage rates by geographic area
with a national average since 1990.

PREVAILING OR AVERAGE WAGE

Thefollowing table presents average monthly wagesin the apparel and footwear industries, based on
official statistics from the Mexican government’s National Institute of Statistics, Geography and
Informatics (Instituto Nacional de Estadistica, Geografia e Informética—INEGI) and provided to
the U.S. Department of Labor by the U.S. Embassy. The wage estimates are referenced by INEGI as
covering only production workers, but appear to be high compared with data from other sources and
may include executives as well as production workers.

1Unlessnoted otherwise, information presented hereisfrom American Embassy—M exico City, unclassified
telegram No. 1941 (March 4, 1999).

2 For more information on the minimum wage in Mexico, see International Labour Organization (ILO),
“Minimum Wage Fixing in Mexico,” Labour Law and Labour Relations Branch (LEG/REL) Briefing Note No. 11
(Geneva: International Labour Office, 1998), which is adso available on the ILO's web site
<http://www.ilo.org/public/english/80rel pro/l egrel/papers/brf notes/minwages/mexico3.htm>.
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Average Monthly Wagesin the Apparel and Footwear Industry, 1995-98
(in USS$ converted a average annua exchange rate of the Bank of Mexico)

Sector 1995 199%6 1997 1998
Apparel

Hosiery 794.26 986.80 1,207.35 1,091.68
Swesters 299.34 32857 380.24 35847
Men'sclothes 145274 197254 258791 2537.88
Women'sdothes 611.99 725.70 79843 736.09
Shirts 588.13 642.82 760.76 705.03
Uniforms 335.27 372.29 44331 247.02
Children’sclothes 466.98 550.08 699.23 613.33
Footwear

Legther 265352 336087 378213 382890

Non-lesther  690.00 94049 1,142.38 976.29

Note Based on a48-hour workweek; 1998 figures only through May.
Source: INEGI

On March 1, 1999, the American Apparel Manufacturers Association and the Camara Nacional de
laIndustria del Vestido (Chamber of the Mexican Apparel Industry) held abriefing inMexico City
to promote a pilot of the “Responsible Apparel Production Program” (RAPP). Tenfirmsin Mexico
volunteered to be monitored to determine whether they are in compliance with the industry code of
conduct, including worker rights, established by the apparel industry.

The table below presents available data from the International Labor Organization (ILO) on average
hourly earnings (direct wages per worker) in Mexico for production workers in the manufacturing
sector and in the apparel and leather footwear industries. They include pay for time worked, paid
leave, bonuses, and other benefits paid directly to the employee, but not the cost of socia insurance
programs.® Average hoursworked per week by all employeeswere 45.1 in all manufacturing for the
years 1990 through 1997, and 42.2 in apparel and 40.4 in footwear and leather goods for the years
1990 through 1995.# Current average earnings, which arereported by thel LOinthenational currency,
were converted to US$ using theannual average exchangerate published inthe International Monetary
Fund's International Financial Satistics (March 1999). To track changes in rea earnings (i.e.,
earnings adjusted for inflation), areal earningsindex was computed by deflating current earningsin
the national currency with the annual average national consumer price index as published in the
International Monetary Fund’ s International Financial Statistics (March 1999), indexed to 1990 =
100.

Average Hourly Earningsin All Manufacturing, Apparel, and Footwear

3 International Labour Organization, Yearbook of Labour Statistics, 1998 (Geneva: International Labour
Office, 1998), p. 805.

4 International Labour Organization, Yearbook of Labour Statistics, 1998 (Geneva: International Labour
Office, 1998), p. 739.
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Yexr All Manufacturing Apparel Footwear Redl Earnings Index (M$: 1990=100)
M$) USH ™9 USSP ™9 USSP Manuf. Apparel  Footwear

1990 415 148 2.85 101 392 139 100 100 100
1991 522 173 365 121 5.03 167 103 104 105
1992 6.39 2.06 435 141 6.72 217 109 108 121
1993 6.53 210 554 178 6.02 193 101 125 9
1994 721 214 491 145 6.28 186 104 103 %
1995 829 129 5.38 084 6.63 103 89 84 75
1996 10.16 134 6.40 084 7.85 103 81 74 66
1997 12.10 153 na na na na 80 na na

Note na=not available.
Source:  ILO, Yearbook of Labour Statistics, 1998, p. 892.

NON-WAGE BENEFITS

The Mexican government, through the Federal Labor Law (LFT), requiresall employersto makethe
following non-salary payments to, or on behaf of the employee: annua bonus (15 days wages);
vacationpremiumonsalary (25 percent of daily wagesfor vacation days); transport bonus (subsidized
transportationto and fromwork); performance bonus; seniority bonus; third shift bonus; Sunday bonus;
punctuality bonus; quarterly bonus; and periodic paymentsin kind (basic foodstuffs).

The following table presents average monthly fringe benefitsfor workersin the apparel and footwear
industries, based on officia statistics from INEGI and provided to the U.S. Department of Labor by
the U.S. Embassy. Thefringe benefitsestimatesarereferenced by INEGI ascovering only production
workers, but appear to be high compared with datafrom other sources and may include executives as
well as production workers.

Average Monthly Fringe Benefits, 1995-98
(in USS$ converted a average annud exchange rate of the Bank of Mexico)

Sector 1995 1996 1997 1998
Apparel

Hosery 61282  580.08 680.97 601.30
Swesters 17804 18728 20575 224.69
Men'sclothes 58897 76045 991.89 944.69
Women'sdothes 26417 27749 32266 270.93
Shirts 24215 25692 21110 200.67
Uniforms 11943 14930 15182 14311
Children’sclothes 22582 23053 24585 227147
Footwear

Leather 149902 152636 157808 1514.77

Non-lesther  409.45 446.72 494.62 494.49

Note Based on a48-hour workweek; 1998 figures only through May.
Source: INEGI

Legidlation retroactive to October 1, 1993, established a negative income tax (or devolution) of 7.5
to 10.8 percent for workers earning the minimum wage. Thisdevolution is paid with each paycheck
by employers, who may subtract the amount from any taxes owed the federa government. Combining
this with the minimum-wage increase, minimum-wage earners received an increase in their incomes
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of 14.5to 17.8 percent from 1993 to 1994. The same legidation eliminated income taxes on those
earning up to two times the minimum wage and reduced them for those earning lessthan four timesthe
minimum. 1n 1995, the fiscal subsidy was increased by three percent. From 1996 through 1998, the
fiscal subsidy was 14 percent.®

A U.S. Socia Security Administration survey® elaborates on five non-wage benefit programs that
employers in Mexico are required to participate in on behalf of their employees. (1) old, age,
disability, and death benefits, first established in 1943 and revised in 1997, in which insured persons
contribute 1.125 percent of earnings for old age benefits and 0.625 percent of earnings between 15
and 25 times the minimum wage for disability and survivors' insurance, employers pay 2 percent of
payroll for employees with earnings up to 5 times the minimum wage and 3.15 percent of payroll for
those with earnings between 15 and 25 times the minimum wage and an addition 1.75 percent of
payroll for disability and survivors' insurance and 5 percent for the housing fund, and the government
pays 10.14 percent of the employers contributions and guarantees a minimum pension equa to 5.5
percent of the minimum daily wage; (2) sickness and maternity benefits, also established in 1943, in
which the insured pays 3.125 pays of earnings, employers pay 8.75 percent of payroll, and the
government contributes 0.625 percent of payroll; (3) work injury benefitsin which the employer pays
0.348-10.035 percent of payroll, according torisk; (4) unemployment benefits, the L abor Law requires
employersto pay alump sum equa to 3 months pay plus 20 days' pay for each year of service; and
(5) family allowances program in which employerspay 1 percent of payroll upto aceiling of 25times
the minimum wage in Federa District (around Mexico City) for child care programs.

ASSESSING BASIC NEEDS: THE POVERTY LINE

Methodology for determining the levels of poverty varies. The most sophisticated system employed
isthat developed for the Mexican government’s anti-poverty program, Progresa. This programis
aimed at the abject poor, who are principally rural and indigenous and total about 26 million people
(out of atotal rural and indigenous population in excess of 31 million). Sincethe programiscentered
on education and health, the detailed field census employed to identify persons eigible for benefits
factorsin not only income levels, but also access to public education and health care.

Based upon a less rigorous methodology, a variety of government agencies conclude that about 40
millionMexicanslive below alesswell-defined poverty line. Thedifference between the26 million
and 40 millionfigurescould generally be considered theworking urban poor, many of whom arefound
in the growing informa economy, and who largely work without the protection of the LFT. A 1999
UN Population Fund study asserted that 78 percent of the M exican population could be considered not
prosperous, and that the number of poor people increased by 10.6 million between 1994 and 1996.
The study further asserted that 51 million Mexicansarevery poor and 26 million livein abject poverty

5 U. S. State Department, Country Reports on Human Rights Practices for 1997 (Washington: U.S.
Government Printing Office, March 1998), p. 590.

6 Social Security Administration,Social Security Programs Throughout the World - 1997(Washington: U.S.
Government Printing Office, August 1997), pp. 243-245.
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(afigureidentical to that used by the Mexican government).

The Mexican Secretariat of Labor computes on a quarterly basis the daily and monthly cost of a
minimum4.6-person family consumption basket ( canasta de consumo familiar minimo). For thefirst
guarter of 1999, the cost of the minimum family consumption basket was M$168.04 (US$17.09) per
day, or M$36.53 (US$3.71) per personper day. Thefollowing table presents the components of the
consumption basket and the daily and monthly costsfor afamily for the first quarter of 1999 (March
1999):

Minimum Cost for Family

Item Share of Total Cost Daily (M$) Monthly (M$)

Tota 100.0 168.04 5041.14
Food 383 64.32 1,929.68
Clothing 73 12.19 365.66
Goods and Savices 30.1 50.64 1519.10
Household furnishings 6.9 1154 346.34
Personal sarvices 27 454 136.29
Transportation 106 17.80 534.00
Education and entertainment 42 7.00 210.07

Source Informe de Politica Laboral dela Direccion Ejecutiva de Estudios del Trabajo (DEET), No. 10
(México, DF: Secretariadd Trabajo y Prevision Socid (STPS), May 15, 1999), pp. 1-2; copy provided

in public submission by the Chicago Religious Leadership Network on Latin America (CRLN) in response

tothe U.S. Department of Labor’s Federal Register notice of June 30, 1999.

A compendium of poverty and income distribution statistics prepared by the International Labor
Organization’ reports severa sets of measures of the national poverty line for Mexico:

! for 1989, 31.6 percent of the Mexican rural population and 9.1 percent of the Mexican urban
population were below the poverty line of US$60 per capita per month in 1985 purchasing
power parity adjusted USS$, with anationa poverty rate of 17.7 percent.®

for 1984, 54 percent of the Mexican rura population and 36 percent of the Mexican urban
popul ationwere below the poverty line, with anational poverty rate of 43.0 percent; for 1992,
55 percent of the rural population and 37 percent of the urban population were below the
poverty line, with the national poverty rate of 44 percent.®

" Hamid Tabatabai, Satistics on Poverty and Income Distribution: An ILO Compendium of Data (Geneva:
International Labour Office, 1996), pp. 63-64.

8 The estimates are referenced as originating from George Psacharopoul os, Samuel Morely, Ariel Fiszbein,
Haeduck Lee, and Bill Wood, Poverty and Income Distribution in Latin America: The Story of the 1980s, Latin
Americaand the Caribbean Technical Department, Regional Studies Program, Report No. 27 (Washington: World
Bank, 1993), Table 13.1. The study is based on national-level household surveys compiled by the Economic
Commissionfor Latin Americaand the Caribbean (ECLAC) and World Bank. The poverty lines, in 1985 purchasing
power parity adjusted US$, were converted into national currencies, but were not provided in the ILO compendium.
See Tabatabai, Satistics on Poverty and Income Distribution: An ILO Compendium of Data, p. 138.

% The estimates are referenced as originating from special tabulations prepared for the ILO in 1995 by the
Economic Commission for Latin Americaand the Caribbean (ECLAC), which updated previousestimatesin ECLAC,
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The World Bank reports'® that, in 1988, 10.1 percent of the Mexican population was below the
country-specific poverty line. The same sourceal so reportsthat, in 1992, 40.0 percent of theMexican
popul ation was below the international poverty line of US$2 per person per day and 14.9 percent of
the population was below the international poverty line of US$1 per person per day, both in 1985
purchasing power parity adjusted USS$.

MEETING WORKERS NEEDS

Thereislittle conclusive evidence on the extent to which wages and non-wage benefitsin thefootwear
or apparel industriesin Mexico meet workers' basic needs. More general information fromthe U.S.
Embassy indicates that while minimum wage is supposed to provide support for an average sized
family, arecent study commissioned by the Labor Congress (CT), the labor umbrella organization,
reported that the basic basket of goods and services reached M$3,000 per month, or more than three
times the minimum wage. The minimum wage is one of severa economic references in collective
bargaining negotiations, along with prevailing rates in the industry, the economic condition of the
firms, and productivity.

Ruth Rosenbaum of the Center for Reflection, Education and Action estimated a living wage for
Mexico for 1994 using the Purchasing Power Index method.'* The Interfaith Center for Corporate
Responsibility undertook an informal market basket survey (1995) that found that wages for maquila
workers were one-half of what they needed to be to purchase a market basket of the items “they
need.”?

Magnitud de la Pobreza en América Latina en los Afios Ochenta (Santiago: ECLAC, 1990). Thetabulations are
based on household surveys and use a methodology that sets poverty lines based on the minimum per capita food-
energy needs for age- and sex-specific minima as recommended by the FAO/WHO. The composition of the food
basket takesinto account theprevailing national dietary habits. Thecost of theminimum food basket iseval uated using
retail pricesfor thelowest quality varietiesin the capital city or itsmetropolitan area(pricesprevailing in other cities
andinrural areasweregenerally unavailable). Minimum food budgetsfor other urban areas are set at 5 percent below
the capital's, and for rural areas at 25 percent below the capital's. Averagesfor urban areasand at the nation level are
calculated using population weights. To reflect minimum expenditures on non-food needs, the urban poverty lineis
set at double the corresponding minimum food budget, and the rural poverty line at 75 percent above the cost of the
rural minimum food basket. The poverty linesin national currencieswere not provided inthe ILO compendium. The
ECLAC methodol ogy isdiscussed morefully inJ.C. Feresand A. Ledn, “ TheMagnitude of Poverty inLatin America,”
CEPAL Review, No. 41 (August 1990), pp. 133-151. SeeTabatabai, Statisticson Poverty and Income Distribution:
An [LO Compendium of Data, p. 137.

10 World Bank, World Devel opment Report 1998-99 (New Y ork: Oxford University Press, 1999), p. 197.
11 See Sweatshop Watch, web page: <http://www.sweatshopwatch.org>.

12 David Schilling, “Maquiladora Workers Deserve a Sustainable Living Wage” Interfaith Center on
Corporate Responsibility Brief, Vol. 23, No. 10 (1995), pp. 3a-3d.

11-112



General Minimum Wage by Geographic Area, 1990-99

(in M$ and US$ per day)

Geographic Arees
Period Nationd Average
A B
1990 (Avg/Jan-Dec) 9.35 (US$3.32) 10.31 (US$4.85) 9.54 (US$3.39) 8.60 (US$3.06)
Jan 1—Nov 15 9.14 10.08 9.33 841
Nov 16 — Dec 31 10.79 1190 11.00 9.92
1991 (Avg/Jan-Dex) 10.97 (US$3.63) 12.10 (US$4.01) 11.18 (US$3.70) 10.09 (US$3.34)
Jan1—Nov 10 10.79 11.90 11.00 9.92
Nov 11 —Dec 31 12.08 1333 12.32 1112
1992 (Jan-Dec) 12.08 (US$3.90) 13.33 (US$4.31) 12.32 (US$3.98) 11.12 (US$3.59)
1993 (Jan-Dec) 13.06 (US$4.19) 14.27 (US$4.58) 13.26 (US$4.26) 12.05 (US$3.87)
1994 (Jan-Dec) 1397 (US$4.14) 15.27 (US$5.52) 14.19 (US$4.20) 12.89 (US$3.82)
1995 (Avg/Jan-Dec) 16.43 (US$2.56) 17.96 (US$2.80) 16.68 (US$2.60) 15.15 (US$2.36)
Jan1—-Mar 31 14.95 16.34 1518 1379
Apr1-Dec3 16.74 1830 17.00 15.44
Dec 4 —Dec31 1843 2015 1870 17.00
1996 (Avg/Jan-Dec) 20.39 (US$2.68) 22.30 (US$2.93) 2067 (US$2.72) 18.81 (US$2.48)
Jan1—Mar 31 1843 20.15 18.70 17.00
Apr1-Dec?2 20.66 2260 20.95 19.05
Dec 3—Dec 31 24.30 26.45 24.50 2250
1997 (Jan-Dec) 24.30 (US$3.07) 26.45 (US$3.34) 24.50 (US$3.10) 22,50 (US$2.84)
1998 (Avg/Jan-Dec) 28.30 (US$3.10) 30.54 (US$3.34) 2831 (US$3.10) 26.34 (US$2.88)
Jn1--Dec?2 279 30.20 28.00 26.05
Dec 2 -- Dec31 3191 34.45 3190 29.70
1999 (Jen1- ) 3191 (US$3.24) 34.45 (US$3.50) 31.90 (US$3.24) 29.70 (US$3.02)

Notes: Thenationd averageisaweighted averageof thethreegeographic aress. Annud averagesareweighted averagesof daily rates. Mexican pesosareconverted
to US$ using theannua average exchangeratefrom the International Monetary Fund' s nternational Financial Statistics. The geographic aressare
defined asfollows:
AreaA (Mexico City and surroundingindustrid area, Acapulco, and most border export-processing and petrol eum producing and processing aress, among
others); specificdly, themunicipditiesin thefollowing sates: Baja Califor nia andBaja Califor nia Sur (dl municipdities); Chihuahua (Guadadupe,
J&ez, Praxedis G., and Guerrero); Distrito Federal (al delegations); Guerrero (Acapulco de Juérez); Estado de México (Atizapén de Zaragoza,
Coacalco, Cuaittitldn, Cuaittitianl zcalli, Ecatepec, Nauca pande Judrez, TlanepantladeBaz, and Tultitlan); Sonor a (AguaPrieta, Cananea, Naco, Nogaes,
Plutarco Elias Calles, Puerto Pefiasco, San L uisRio Colorado, and SantaCruz); Tamaul i pas(Camargo, Guerrero, Gustavo Diaz Ordaz, M atamoros, Mier,
Migue Alemén, Nuevo Laredo, Reynosa, Rio Bravo, San Fernando, and Vale Hermoso); and Ver acr uz(AguaDul ce, Coatzacoa cos, Cosolescaque, Las
Choapas, Ixhuatlén del Sureste, Minatitlan, Moloacan, Nanchital de Lézaro and Cardenas del Rio).
AreaB (Guaddgara, Monterrey, and most of the rest of Chihuahua, Sonora, and Tamaulipas, among others); specificaly, the municipdities in the
following states: Jalisco (Guaddgara, El Sdto, Tlgomulco, Tlaguepague, Tondd, and Zapopan); Nuevo Ledn (Apodaca, Garza Garcia, Generd
Escobedo, Guadaupe, Monterrey, San Nicolés delos Garza, and Santa Cataring); Sonora (Altar, Atil, Bacum, BenjaminHill, Caborca, Cgjeme, Carbd,
La Colorada, Cucurpe, Empame, Etchojba, Guaymas, Hermosillo, Imuris, Magda ena, Navojoa, Opodepe, Oquitoa, Ritiquito, San Migud deHorcasites,
Santa Ang, Sic, Suagui Grande, Trincheras, Tubutama, and Huatabampo); Tamaulipas (Aldama, Altamira, Antiguo Morelos, Cd. Madero, Gomez
Farias, Gonzdez, Mante, Nueavo Morelos, Ocampo, Tampico, and Xicoténcati); and Veracruz (Coatzintla, Poza Rica de Hidago, and Tuxpan).
AreaC (therest, mostly less-developed partsof thecountry); specificdly, dl themunicipditiesin thefollowing states: Aguascalientes, Coahuila, Colima,
Chiapas, Durango, Guangjuato, Hidalgo, Michoacan, Morelos, Nayarit, Oaxaca, Puebla, Querétaro, Quintana Roo, San Luis Potos, Sindog, Tabasco,
Tlaxcaa, Y ucatén, Zacatecas, and al the municipalities not mentioned under Area A or B in the states of Chihuahua, Guerrero, Jalisco, México, Nuevo
Ledn, Sonora, Tamaulipas, and Veracruz.

Source: National Minimum Wages Commission (Comisién Nacional de Salarios Minimos, CONASAMI) and Banco de México.
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NICARAGUA:!

MINIMUM WAGE

The minimum wage is set through tripartite (business, government, and labor) negotiations and must
be approved by the National Assembly. A new minimum wage sca e took effect in November 1997,
thefirst increase since 1991. The minimum wage differs from sector to sector, and is highest among
construction workers who receive at least 1,200 cordobas (C$) per month (or 97.60 U.S. dollars
(US$) per month, at an exchange rate of C$12.30 per US$). The minimum wage in the manufacturing
sector, which includes footwear and apparel, is C$600 (US$48.80) per month. The lowest paid
workers are in agriculture and livestock, earning a minimum of C$450 (US$36.60) per month plus
meals. Labor law stipulates a 8-hour workday; the legal standard workweek is a maximum of 48
hours, with 1 day of rest weekly.

PREVAILING OR AVERAGE WAGE

Nicaragua s labor force, an estimated 1.63 million workers, is largely rural-based and largely
unskilled. An estimated 43 percent of the employed population isworking in the agricultural sector,
13 percent in manufacturing, and 44 percent in services. The magjority of urban workers, including
apparel workers, earn well above the minimum rates.

The table below presents avail able data from the International Labor Organization (ILO) on average
monthly earnings (direct wages per worker) in Nicaragua? for all employees in the manufacturing
sector and the apparel industry; data were not available for the footwear industry. Earnings data
include pay for time worked, paid leave, bonuses, and other benefits paid directly to the employee,
but not the cost of social insurance programs.®> Data were not available from the ILO for average
weekly hoursworked by production workersin manufacturing or inthe apparel or footwear industries.
Current average earnings, which are reported by the ILO in the national currency, were converted to
US$ using the annua average exchange rate published in the Internationa Monetary Fund's
International Financial Statistics (March 1999). To track changesin real earnings (i.e., earnings
adjusted for inflation), areal earningsindex wascomputed by deflating current earningsinthenationa
currency with the annual average national consumer price index as published in the International
Monetary Fund's International Financial Statistics (March 1999), indexed to 1991 = 100.

1 Unless noted otherwise, information presented here is from American Embassy—Managua, unclassified
telegram No. 1286 (May 10, 1999).

2 The North Atlantic and South areas are excluded.

3 International Labour Organization, Yearbook of Labour Statistics, 1998 (Geneva: International Labour
Office, 1998), p. 805.
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Average Monthly Earningsin All Manufacturing and Apparé

Yea All Manufacturing Apparel Red Eamnings Index (C$; 1991=100)
) Usp (&) Usp Manufecturing Apparel
1991 1141 267 658 154 100 100
1992 1951 390 1,140 228 138 140
1993 2,150 383 1,183 210 127 121
1994 2,282 340 1,243 185 126 119
1995 2444 324 1,432 190 122 123
1996 2,672 317 1,621 192 119 125
1997 2,724 288 1,636 173 na na

Note na=not available.
Source:  ILO, Yearbook of Labour Statistics, 1998, p. 893.

NON-WAGE BENEFITS

The 1996 Labor Code states that severance pay shall be from 1 to 5 months' pay, depending on the
duration of employment and the circumstances of separation. However, persons separated for cause
may be denied severance pay through a process requiring employers to demonstrate proof of worker
misconduct. The codealso mandatesan employer to provide housing for employeeswho areassigned
temporarily to areas beyond commuting distance.

A U.S. Social Security Administration survey* elaborateson four different non-wage benefit programs
in which employersin Nicaragua must participate for their employees: (1) old age, disability, and
death benefitsare part of asocial insurance program, begun in 1955, in which theinsured person pays
1.75 percent of their earnings, employers pay 3.5 percent of their payroll, and the government pays
0.25 percent of payroll; (2) sickness and maternity benefits, first legislated in 1955, areadual social
insurance system and universal medical system, with insured persons paying 2.25 percent of their
earnings, employers paying 6 percent of their payroll, and the government paying 0.25 percent of
earnings (plusemployer contributionsfor public employees); (3) work injury benefitshave been apart
of the Labor Code since 1930 and now are part of the social insurance system with contributionsbeing
borne entirely by employers who contribute 1.5 percent of their payroll; and (4) family allowances
areameans-tested socia insurance system which cover needy familiesand is supported by the same
sources as for old age, disability, and death benefits.

ASSESSING BASIC NEEDS: THE POVERTY LINE

In January, the National Minimum Salary Commission determined that a Nicaraguan family with a
combined income of less than C$1,200 (US$104) is bel ow the poverty line. The Commission meets
annually and determines the income required for the canasta basica (basic needs basket), the
Nicaraguan equivalent of a poverty line. The formula used by the Commissionis based on national
surveys of price and availability of basic food and clothing, plus transportation and medical costs.
The Commission then averages these and determines what atypical family of four needsto survive.

4 Social Security Administration, Social Security Programs Throughout the World - 1997 (Washington:
U.S. Government Printing Office, August 1997), pp. 261-262.
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A compendium of poverty and income distribution statistics prepared by the International Labor
Organizatior® reports that for 1993, 76.1 percent of the rural, 31.9 percent of the urban, and 50.3
percent of the Nicaraguan populationwere below apoverty line of amonthly per capita expenditure
(2,226 calories per adult equivalent) of 214.47 cérdobas.®

The World Bank reports’ that, in 1993, 50.3 percent of the Nicaraguan population was below the
country-specific poverty line, with 31.9 percent of the urban population and 76.1 percent of therura
population living below the poverty line. For the same year, the same source reported that 74.5
percent of the Nicaraguan popul ation was bel ow theinternational poverty line of US$2 per person per
day and that 43.8 percent of the population was below the international poverty line of US$1 per
person per day, both in 1985 purchasing power parity adjusted US$.

MEETING WORKERS NEEDS

Thereislittle conclusive evidence on the extent to which wages and non-wage benefitsin thefootwear
or apparel industries in Nicaragua meet workers basic needs. More general information from the
U.S. Embassy indicates that the current minimum wage falls below government estimates of what an
urban family must spend each month for a basic basket of goods (C$1,200), but no studies were
identified on the living wage in Nicaragua.

5 Hamid Tabatabai, Statistics on Poverty and | ncome Distribution: An1LO Compendiumof Data (Geneva:
International Labour Office, 1996), p. 64.

6 The estimates are referenced as originating from the World Bank, Republic of Nicaragua Poverty
Assessment, Vol. |: Main Report and Vol. I1: Annexes, Report No. 14038-NI (Washington: World Bank, 1995), Vol.
[, pp. 2-4. The study isbased upon datafrom the World Bank, Nicaragua Living Standards M easurement Survey 1993,
and equivalence scales are used to trandate basic needs of children into adult-equivalents. See Tabatabai, Satistics
on Poverty and Income Distribution: An ILO Compendium of Data, p. 162.

"World Bank, World Devel opment Report 1998-99 (New Y ork: Oxford University Press, 1999), p. 197.
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PAKISTAN:

MINIMUM WAGE

Pakistan has a federal minimum wage for unskilled workers. It applies only to industria and
commercial establishments employing 50 or more workers and is determined by the Nationa
Minimum Wage Commission and requires approval by Parliament. At present, itis 1,950 Pakistani
rupees (PRs)—about 38 U.S. dollars (US$)—per month. When first ingtituted in July 1992, it was
PRs1,500 (about US$50 at that time) per month; in 1996, it was raised to PRs1,650 (about US$47)
per month.2

The minimum wage for skilled workers is set by the provinces, and specific information is only
available from each provincial labor regulatory body.

Minimum wages practically apply only to workersin the formal sector and do not affect agricultural
workers.® Labor law, applicable nationally but to only firmswith 10 or more workers, provides for
amaximum workweek of 54 hours for seasonal factories and a maximum workweek of 48 hours for
other industrial workers aswell as for rest periods during the workday.*

PREVAILING OR AVERAGE WAGE

The U.S. Embassy reported that information on prevailing wages in the apparel and footwear
industries was not available from government sources.

The table below presents available datafrom the International Labor Organization (ILO) on average
monthly earnings (direct wages per worker) in Pakistan for al employeesin the manufacturing sector
and in the combined apparel and footwear industries. They include pay for timeworked, paid leave,
bonuses, and other benefits paid directly to the employee, but not the cost of socia insurance
programs.® No data were available from the ILO for average hours worked per week by all

! Unless noted otherwise, information presented hereisfrom American Embassy—Islamabad, unclassified
telegram No. 1697 (March 1, 1999).

2 U.S. Department of State, Country Reports on Human Rights Practices for 1996 (Washington: U.S.
Government Printing Office, February 1997), p. 1482.

3 U.S. Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 1963.

4 U.S. Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 1963.

5 International Labour Organization, Yearbook of Labour Statistics, 1998 (Geneva: International Labour
Office, 1998), p. 805.
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employeesin manufacturing or intheapparel or footwear industries. Current average earnings, which
are reported by the ILO in the national currency, were converted to US$ using the annual average
exchange rate published in the International Monetary Fund's International Financial Statistics
(March1999). Totrack changesinrea earnings(i.e., earnings adjusted for inflation), areal earnings
index was computed by deflating current earnings in the national currency with the annual average
national consumer price index as published in the International Monetary Fund’'s International
Financial Satistics (March 1999), indexed to 1990 = 100.

Average Monthly Earningsin All Manufacturing and Apparel and Footwear

Yexr All Manufacturing Appard & Footwear  Red Earnings Index (PRs, 1990=100)
(PRY  (USH  (PRY (Usy Manuf.  Apparel & Footweer

1990 1,735 80 1812 83 100 100

1991 na na na na na na

1992 na na na na na na

1993 1,502 54 1,798 64 64 74

1994 1,956 64 1,932 63 75 70

1995 na na na na na na

1996 na na na na na na

1997 na na na na na na

Note na=not available.
Source:  ILO, Yearbook of Labour Statistics, 1998, p. 913.

NON-WAGE BENEFITS

Additional benefitsrequired by thefederal labor codeinclude officia government holidays, overtime
pay, annual and sick leave, health and safety standards in the workplace, health care, workers
childreneducation, socia security, employeesold agebenefits, and aworkerswelfarefund. Required
non-wage benefits are numerous, but compliance and resources for compliance are unconfirmed and
guestionable.

A U.S. Socia Security Administration survey® el aborates on four non-wagebenefit programsinwhich
employersin Pakistan participate in on behalf of their employees: (1) old age, disability, and death
benefits are part of a social insurance system, begun in 1972 and applicable only to firmswith 10 or
moreworkers, inwhich employerscontribute 5 percent of their payroll and the government contributes
subsidies as needed; (2) sickness and maternity benefits, begun in 1965 and now part of the socia
insurance system but applicable only to workers earning PRs3,000 or less per month in selected
industries, in which employers make the entire contribution of 7 percent of payroll; (3) work injury
benefits, begun in 1923 and now part of the social insurance system but available only to workersin
firms in selected industries with 10 or more employees earning PRs3,000 or less per month, into
whichemployersmaketheentire contribution; and (4) unemployment insurance, acompul sory system,
in which the Labor Code requires employers with 20 or more employees to pay severance equal to
the last 30 days wages for each year of employment.

6 Social Security Administration, Social Security Programs Throughout theWor|d-1997 (Washington: U.S.
Government Printing Office, August 1997), pp. 272-273.
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ASSESSING BASIC NEEDS: THE POVERTY LINE

Pakistan does not have an official poverty line. Federal income taxes are not leveled on persons
earning less than PRs60,000 per year according to Labor Ministry officials.

Estimates of Pakistan’ s poverty linevary greatly. Some officials state that the more widely accepted
figure for Pakistan’ s poverty lineisthe figure of PRs332 (US$6.39) per person per month contained
in the World Bank’s World Development Report 1998. According to an April 1998 report of the
Paki stan Planning Commission Working Group on Poverty Alleviation,” morethan 29 million persons
(about 22.3 percent of the total population) are unable to meet the minimum nutritional norm. The
Planning Commission also reports on more comprehensive poverty measures which are based on
access to basic needs. Over 60 percent of the population is deprived of basic amenities such as safe
drinking water, sewage facilities, health, and education. The following summarizes the different
poverty lines for Pakistan which were estimated by the Commission’s Working Group:®

1 To estimate afood poverty line, the Working Group first established norms for the minimum
daily per adult-equivalent calorieintake: 2,550 caloriesfor rural areasand 2,230 caloriesfor
urban areas. Then the Working Group estimated a calorie-food consumption function, using
linear regression methods to determine the food expenditure level at which the required
calorieintake is satisfied. For 1992/93, the minimum monthly per capita money vaue of a
food basket consi stent with the daily recommended level of calorieintake, or thefood poverty
line, was PRs214.13 for all Pakistan, PRs217.72 for rural areas, and PRs 221.53 for urban
areas, 22.3, 26.2, and 21.7 percent of the respective popul ationswere bel ow the food poverty
line.

The Working Group al so estimated poverty lines based on the cost of basic needsmethod (i.e.,
the minimum expenditure required to obtain a basket of basic needs consisting of food,
clothing, housing, health services, education, transportation, and social and recreational
activities. The cost of food items was estimated as the average expected food expenditure
required to meet the recommended per adult-equivalent daily calorieintake (thefood poverty
line). The cost of non-food items was based on the cost of non-food expenditures of those
whose income group consumed more than the cost of required daily calorieintake. Thefood
and non-food costs for 1992/93 were added together to obtain the cost of basic needs poverty
line: per capita monthly expenditures of PRs399.14 for all Pakistan, PRs367.89 for rura
areas, and PR462.56 for urban areas. Income and consumption measures were used to
determine the percentage of the population below the basic needs poverty line. If neither
income nor consumption expenditureswere sufficient to meet basi ¢ needs, the Working Group
identified this segment of the population as “real” poor. For 1992/93, the income-based

’ Planning Commission, Report of the Wor king Group on Poverty Alleviation, Ninth Five Year Plan (1998-
2003) (Islamabad: Government of Pakistan, April 1998).

8 Based on estimatesfrom S.M. Y ounas Jafri, “ Paper Prepared for Working Group on Poverty Alleviationfor
the Ninth Five Y ear Plan (1998-2003)" (August 1997) in Planning Commission, Report of the Working Group on
Poverty Alleviation, Ninth Five Year Plan (1998-2003) (Islamabad: Government of Pakistan, April 1998), pp. 37-42.
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estimates showed 45.4 percent of the national, 49.1 percent of the rural, and 41.8 percent of
the urban population were below the basic needs poverty line; the consumption-based
estimates showed 39.5 percent of the national, 37.5 percent of the rural, and 41.0 percent of
the urban popul ation were bel ow the basic needs poverty line; and the“ real” poverty (income-
and consumption-based) estimates showed 33.1 percent of the national, 32.0 percent of the
rural, and 34.4 percent of the urban population were below the basic needs poverty line.

A recent poverty assessment by the World Bank presents some poverty estimates for Pakistan.® The
World Bank staff poverty estimates are based on data from the Household and Income Expenditures
Surveys (1984/85, 1987/88, and 1990/91) and use acost of basi ¢ needs basket of goodsand services,
taking into account differences in family size and cost of living between rural and urban areas, to
estimate a reference poverty lines: in rural areas, PRs296 consumption expenditures per person per
monthin 1991/92 rural prices, and, in urban areas, PRs334 consumption expenditures per person per
monthin 1991/92 urban prices. The poverty rates (percent of population below the poverty line) are
summarized in the following table:

Period Rura Urban National
Aress Aress (percent) (millions of
(percent) (percent) persons)
1984/85 493 382 46.0 436
1987/88 402 30.7 374 388
1990/91 369 280 34.0 387

A compendium of poverty and income distribution statistics prepared by the International Labor
Organization™ reports several measures of a national poverty line for Pakistan:

! For 1984/85, 21.1 percent of rural and 18.3 percent of the urban Pakistani households were
below the poverty line (expendituresconsistent with adaily intake of 2,550 cal oriesper adult-
equivalent), with a national poverty rate of 18.3 percent of al households;

for 1987/88, 15.5 percent of therural and 6.8 percent of the urban househol dswere below the
same poverty line, with a national poverty rate of 13.1 percent of all households.'

9World Bank, Poverty Assessment, Report 14397-PAK , Country Operations Division, Country Department
I, South Asia Region (Washington: World Bank, September 25, 1995), pp. 3; 52.

10 Hamid Tabatabai, Satisticson Poverty and Income Distribution: An|LO Compendiumof Data (Geneva:
International Labour Office, 1996), pp. 39-41.

1 The estimates are referenced as originating from Sohail J. Malik, “ Poverty in Pakistan, 1984-85 to 1987-
88,” inMichad Lipton and Jacquesvan der Gaag (eds.), Including the Poor, Proceedings of a Symposium Organized
by the World Bank and the International Food Policy Research Institute (Washington: World Bank, 1993), pp. 487-
502. The study usesdatafrom household income and expenditure surveysfrom the Federal Bureau of Statistics. The
poverty lineisbased on an estimated rel ationship between household expenditure and calorieintake. Householdsare
considered poor if the expenditure per adult equivalent isbel ow that which assuresadaily intake of 2,550 cal oriesper
adult equivalent. The calorieintake standard isthe same as that suggested by the Nutrition Cell of the Planning and
Development Division of Pakistan. See Tabatabai, Statistics on Poverty and Income Distribution: An ILO
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For 1979, 30 percent of the rural Pakistani population was below a poverty line—PL/1
(expenditures of PRs100 per capita per month in 1979 prices) and 38 percent of the rural
population was below a poverty line—PL/2 (expenditures of PRs110 per capital per month
in 1979 prices); 23 percent of the urban population was below PL/2 and 29 percent was
below a poverty line—PL/3 (expenditures of PRs120 per capital per month in 1979 prices);

for 1984/85, 24 percent of the rural population was below PL/1 and 31 percent was below
PL/2; 20 percent of the urban population was below PL/2 and 25 percent of the urban
population was below PL/3.12

For 1985, 26.3 percent of the Pakistani population was bel ow the poverty line of US$31 per
capita per month in 1985 purchasing power parity adjusted US$ (or PRs184).%

For 1991, 11.4 percent of the Pakistani population was below the poverty line of US$30.42
per capita per month (i.e., US$1 per day) in 1985 purchasing power parity adjusted US$.24

The World Bank reports™ that, in 1991, 34.0 percent of the Pakistani population was below the

Compendium of Data, pp.152-153.

12 The estimates are referenced asoriginating from Ehtisham Ahmad and Steven L udlow, “ Poverty, Inequality
and Growth in Pakistan,” Pakistan Development Review, Vol. 28, No. 4, Part Il (Winter, 1989), pp.831-848. The
authors make no attempt to establish poverty lines, but consider a range of alternative expenditure levels that
encompass poverty linesin several other studies. Two alternativelinesfor therural and urban population aregivenin
the ILO compendium. The lines are adjusted using the GDP deflator to derive equival ent linesfor other time periods.
The incidence figures are derived by applying the “ poverty lines’ to household expenditure data ranked by per capita
expenditure. See Tabatabai, Statistics on Poverty and Income Distribution: An 1LO Compendium of Data, p. 152.

13 The estimate is referenced as originating from Elaine K. Chan, “A Compendium of Data on Poverty and
Income Distribution,” Background Paper for theWorld Devel opment Report 1990(Washington: World Bank, 1990),
pp. 49-52. The estimate is based upon Household Income and Expenditure Survey 1984/85 data fromthe Central
Statistical Office, but theestimation proceduredid not adjust for varying househol d sizeand the poverty incidence may
be understated. An absolute poverty line, defined asan expenditure level below which basic needs cannot be satisfied,
was arbitrarily set 35 percent higher than the Indian poverty linefor rural areas which at that time was considered to
be more representative of many developing countries. The poverty line corresponded to US$31 after adjustment for
purchasing power parity had been made to the 1985 official exchangerate. The purchasing power parity poverty line
was converted into the national currency using estimates from Robert Summers and Alan Heston, “A New Set of
International Comparisons of Real Product and Price Levels: Estimates for 130 Countries, 1950-1985,” Review of
Income and Wealth, Series 34, No. 1 (March 1988), pp. 1-25. See Tabatabai, Satistics on Poverty and Income
Distribution: An ILO Compendium of Data, pp. 136; 152.

14 Theestimateisreferenced asoriginating from Shashou Chen, Gaurav Datt, and Martin Ravallion, “ | sPoverty
Increasing inthe Devel oping World?’ Policy Resear ch Wor king Paper WPS 1146 (Washington: World Bank, 1993).
This study uses essentially the same methodol ogy as the World Bank’s World Development Report 1990, but with
updated purchasing power parity rates. See Tabatabai, Satistics on Poverty and Income Distribution: An ILO
Compendium of Data, p. 137.

15 World Bank, World Devel opment Report 1998-99 (New Y ork: Oxford University Press, 1999), p. 197.
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country-specific poverty line, with 28.0 percent of the urban population and 36.9 percent of therura
populationliving below the poverty line; for the same year, the same source reportsthat 57.0 percent
of the Pakistani population was below the international poverty line of US$2 per person per day and
11.6 percent of the population was below the international poverty line of US$1 per person per day,
both in 1985 purchasing power parity adjusted USS.

MEETING WORKERS NEEDS

Thereislittle conclusive evidence on the extent to which wages and non-wage benefitsin thefootwear
or apparel industriesin Pakistan meet workers' basic needs. Someinformationfrom U.S. Department
of State or U.S. Embassy reports indicates more generaly that the minimum wage is usually
inadequate to provide adecent standard of living to support workersand their families, sincefamilies
tend to be large.’®

The U.S. Embassy provided the U.S. Department of Labor the following studies on labor policy and
poverty aleviation in Pakistan:

1 Government of Pakistan Planning Commission, “ Draft Chapter on Poverty Alleviation for the
Ninth Five Y ear Plan (1998-2003),” December 1998.

Government of Pakistan Planning Commission, “Ninth Five Y ear Plan (1998-2003) Report
of the Working Group on Poverty Alleviation,” April 1998.

Government of Pakistan Task Force on Poverty Eradication, “Overcoming Poverty: Report
of the Task Force on Poverty Eradication,” May 30, 1997.

World Bank, “Pakistan Poverty Assessment,” Report no. 14397-PAK, World Bank Country
Operations Division, Country Department |, South Asia Region, September 25, 1995.

16 U.S. Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 1963.
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PERU:

MINIMUM WAGE

The 1993 Constitution provides that workers should receive a “just and sufficient” wage. The
Constitution also provides for a 48-hour workweek and aweekly day of rest.?2 The current minimum
wage is 345 nuevo soles (§.)—about 100 U.S. dollars (US$)—per month that was set by emergency
decreein July 1997.

The minimum wage is determined by the government in consultation with labor and business
representatives. In the absence of arigid formulafor determining the minimum wage, the informal
process for setting the minimum wage takes into consideration the prevailing rate of inflation and,
moreimportantly, the need to avoid raising the minimum wage so high that it would trigger layoffsand
reduce overall employment.

PREVAILING OR AVERAGE WAGE

The vast mgjority of workers in the apparel and footwear industries are subject to the general
minimum wage of §.345 amonth. Since, for the most part, these workers perform their jobs along
assembly linesand, therefore, have no opportunity to increasetheir individual productivity, theactual
pay they recelve also amountsto §.345 a month.

Thereisarelatively small number of workersinthe apparel and footwear industrieswho do not work
along assembly lines, but rather in small, self-contained teams of six or eight individuals and,
accordingly, arebetter abletoinfluencether individual or group productivity and, inturn, their actua
compensation. Such productivity increases may, at best, generate no more than 10-15 percent extra
pay, over and above the minimum wage and prevailing pay of §.345 a month.

The table below presents available datafrom the International Labor Organization (ILO) on average
hourly earnings (direct wages per worker) in metropolitan Lima, Peru for production workersin the
manufacturing sector and in the apparel and footwear industries. They include pay for time worked,
paid leave, bonuses, and other benefits paid directly to the employee, but not the cost of socia
insurance programs.® Average hours worked per week by production workers were 47.0 in

1 Unlessnoted otherwise, information present hereisfrom American Embassy—Lima, unclassified telegram
No. 1287 (March 2, 1999).

2 U.S. Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 761.

3 International Labour Organization, Yearbook of Labour Statistics, 1998 (Geneva: International Labour
Office, 1998), p. 805.
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manufacturing for the years 1990 through 1995, and 41.6 in the apparel industry and 41.7 in the
footwear industry for the years 1990 through 1997.% Current average earnings, which arereported by
the ILO in the nationa currency, were converted to US$ using the annual average exchange rate
published inthe International Monetary Fund’ sinternational Financial Satistics (March 1999). To
track changes in real earnings (i.e., earnings adjusted for inflation), a real earnings index was
computed by deflating current earnings in the nationa currency with the annual average nationa
consumer price index as published in the International Monetary Fund's International Financial
Satistics (March 1999), indexed to 1990 = 100.

Average Daily Earningsin All Manufacturing, Apparel, and Footwear

Yex All Manufacturing Apparel Footwear Red Earnings Index (S.; 1990=100)
) Uy (8) U (§) (USH  Masf. Appad Foowear
1990 027 144 019 105 023 122 100 100 100
1991 598 7.74 374 484 5.48 7.09 434 372 469
1992 10.07 8.08 6.43 5.16 747 6.00 422 369 369
1993 14.77 743 584 294 8.68 437 416 226 288
1994 21.88 9.97 7.25 330 10.25 4.67 498 226 275
1995 23.90 10.61 na na na na 490 na na
1996 2258 921 12.10 493 15.23 6.21 415 305 330
1997 24.45 9.18 15.13 5.68 16.09 6.04 44 351 321

Note na= not available.
Source  ILO, Yearbook of Labour Statistics, 1998, p. 894.

NON-WAGE BENEFITS

Normal non-wage benefits in the apparel and footwear industries are few. Besides granting their
workers one month of vacation annually, employers contribute an amount equal to 11 percent of each
worker’ s wages toward social security. In addition, aworker’ s regular annual pay for 12 months of
work is boosted by three extra monthly payments: one just before Christmas, a second just before
Peru’ sindependence day on July 28, and athird for the year of servicethey havejust completed. This
latter year-of-service related bonus is deposited by the employer in an interest-bearing savings
account which may normally may be drawn from only upon termination of employment.

A U.S. Social Security Administration survey® elaborates on several non-wage benefit programsin
which employers in Peru must participate on behalf of their employees: (1) old age, disability, death
benefits, begun in 1936 as an individual private pension program and now comprised of a social
insurance system (SNP) for wage and salary employees and an individual private pension system

4 International Labour Organization, Yearbook of Labour Statistics, 1998 (Geneva: International Labour
Office, 1998), p. 740.

5 International Labour Organization, Yearbook of Labour Statistics, 1998 (Geneva: International Labour
Office, 1998), p. 740.

6 Social Security Administration,Social Security Programs Throughout theWorld - 1997(Washington: U.S.
Government Printing Office, August 1997), pp. 280-282.
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(SPP) into which, under either system, the insured person pays about 13 percent of their earnings,
employers contribute nothing, and the government guarantees a minimum pension; (2) sickness and
maternity benefits are provided under either SNP or SPP and the insured pays 3-9 percent of their
earnings, employers contribute 6 percent of their payroll, and the government contributes only asan
employer; and (3) work injury benefits, begun in 1911, the insured pays nothing, the employer pays
1.0-12.2 percent of their payroll according to risk (with the average being about 2 percent), and the
government contributes only as an employer.

ASSESSING BASIC NEEDS: THE POVERTY LINE

The poverty line is determined on the basis of Living Standards Measurement Surveys (LSMYS)
conducted annually or bi-annually. The most recent LSMS was carried out in November 1997, asa
result of which the poverty line was set at §.157, or approximately US$47 per month. This poverty
line is about one-half of the current minimum wage of §.345 a month (approximately US$100).

A compendium of poverty and income distribution statistics prepared by the International Labor
Organization’ reports several sets of measures of a national poverty line for Peru:

! for 1979, 79.7 percent of the rural Peruvian population was below the rural poverty line of
amonthly per capita budget of 7,910 intis® in second half of the year 1988 prices and 38.4
percent of the urban population was below the urban poverty line of a monthly per capita
budget of 11,741 intisin second half of the year 1988 prices, with a national poverty rate of
52.9 percent; for 1986, 72.1 percent of therural population was bel ow the samerural poverty
line and 52.3 percent of the urban population was below the same urban poverty line, with a
national poverty rate of 59.9 percent.®

" Hamid Tabatabai, Satistics on Poverty and Income Distribution: An ILO Compendium of Data (Geneva:
International Labour Office, 1996), pp. 65-66.

8 The following currency changes have occurred since the estimate was made: in 1985, 1 inti =1,000 soles
and in 1991, 1 nuevo sol = 1,000,000 intis.

% The estimates are referenced as originating from the Economic Commission for Latin America and the
Caribbean (ECLAC), Magnitud de la Pobreza en América Latina en los Afios Ochenta (Santiago: ECLAC, 1990),
pp. 24; 115; 116. Thetabulationsare based on household surveysand use amethodol ogy that sets poverty linesbased
on the minimum per capita food-energy needsfor age- and sex-specific minimaas recommended by the FAO/WHO.
The composition of thefood basket takesinto account the prevailing national dietary habits. The cost of theminimum
food basket is evaluated using retail pricesfor the lowest quality varieties inthe capital city or its metropolitan area
(pricesprevailinginother citiesandinrural areasweregenerally unavailable). Minimum food budgetsfor other urban
areas are set at 5 percent below the capital's, and for rural areas at 25 percent below the capital's. Averagesfor urban
areas and at the nation level are calculated using population weights. To reflect minimum expenditures on non-food
needs, the urban poverty lineis set at doubl e the corresponding minimum food budget, and therural poverty lineat 75
percent above the cost of the rural minimum food basket. The ECLAC methodology is discussed more fullyin J.C.
Feresand A. Ledn, “The Magnitude of Poverty in Latin America,” CEPAL Review,No. 41 (August 1990), pp. 133-151.
See Tabatabai, Satistics on Poverty and Income Distribution: An ILO Compendium of Data, p. 137.
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1 for 1985, 15.3 percent of the Peruvian popul ation was below the poverty line of US$31 per
capita per month, in 1985 purchasing power parity adjusted US$ (113 intis).*®

The World Bank reports!! that, in 1997, 49.0 percent of Peru’s population was below the country-
specific poverty line, with 40.4 percent of the urban population and 64.7 percent of the rura
population living below the poverty line; corresponding figures for 1994 are 53.5, 46.1, and 67.0
percent, respectively.

MEETING WORKERS NEEDS

Thereislittle conclusive evidence on the extent to which wages and non-wage benefitsin thefootwear
or apparel industriesin Peru meet workers' basic needs. Some information from U.S. Department of
State or U.S. Embassy reportsindicatesmoregenerally that theminimumwageisgenerally considered
to be inadequate to provide a decent standard of living for aworker and family. According to some
estimates, as much as half the workforce earns the minimum wage or below. 2 The U.S. Embassy did
not identify any studies on the issue of aliving wage in Peru.

10 The estimate is referenced as originating from Elaine K. Chan, “A Compendium of Data on Poverty and
Income Distribution,” Background Paper for theWor|d Devel opment Report 1990(Washington: World Bank, 1990),
p.55. Thedataused for the study arefrom the World Bank, Peru Living Standards M easurement Survey 1985-86. An
absolute poverty lineis defined as the expenditure level below which basic needs cannot be satisfied. See Tabatabai,
Satistics on Poverty and Income Distribution: An ILO Compendium of Data, pp. 136; 162.

1 World Bank, World Devel opment I ndicators 1999 (Washington: World Bank, 1999), p. 67.

12 U.S. Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 761.
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PHILIPPINES:
MINIMUM WAGE

The Wage Rationalization Act of 1988 gives authority to tripartite (government, industry, and labor)
regional wage boards to set minimum wages. Regional wage board orders cover all private sector
workers except domestic helpers and those employed in the persona services of another. Boards
outside the metropolitan Manila area have exempted some employers because of factors such as
establishment size, industry sector, involvement with exports, financial distress, and level of
capitalization.? Although there are many exemptions from minimum wage rules, thelarge Philippine
garment factoriesin the export sector generally meet thelegal minimum wage requirements; however,
there is widespread non-compliance in the informal sector.

Minimumwages were last adjusted on aregional basisin late 1997 and early 1998. The wage board
inManilaset thedaily minimum at 198 pesos (P)—about 5.00 U.S. dollars (US$)—in January 1998.3

The standard legal workweek is 48 hoursfor most categories of industrial workers and 40 hoursfor
government workers, with an 8 hour per day limit. The law mandates a full day of rest weekly.
However, there is no legal limit on the number of overtime hours an employer may require. An
overtime rate of 125 percent of the hourly wage rate is mandated on ordinary workdays and 130
percent on rest days and holidays.*

PREVAILING OR AVERAGE WAGE
The garment industry’ s prevailing wage rate isroughly the same asthe minimumwage. The abundant
pool of semi-skilled garment workers in Manila and other areas allows industry to pay a low

prevailing wage, which is sometimes below the minimum.

The table below presents available datafrom the International Labor Organization (ILO) on average
monthly earnings (direct wages per worker) in the Philippinesfor all employeesin the manufacturing

1 Unless noted otherwise, information presented here is from American Embassy—Manila, unclassified
telegram No. 2512 (February 19, 1999).

2 U.S. Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 1047.

3 Daily minimum wage rates set by the Manila wage board (National Capital Region) since 1990 are as
follows: P118 in 1990, P145 in 1993, P165 in 1996, and P185 in 1997. See U.S. Department of State, Country
Reports on Human Rights Practices (Washington: U.S. Government Printing Office), various years (1993, p. 724;
1995, p. 708; 1996, p. 763; and 1997, p. 890).

4 U.S. Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 1047.
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sector and in the apparel and footwear industries. They include pay for time worked, paid leave,
bonuses, and other benefits paid directly to the employee, but not the cost of social insurance
programs.® Average hours worked per week by all employees were 44.4 in total manufacturing for
the years 1990 through 1997, and 48.9 for production workers in apparel and 46.6 for production
workersin footwear for the years 1990 through 1993.° Current average earnings, which are reported
by the ILO in the national currency, were converted to US$ using the annual average exchange rate
publishedinthelnternational Monetary Fund’ slnternational Financial Statistics (March 1999). To
track changes in real earnings (i.e., earnings adjusted for inflation), a real earnings index was
computed by deflating current earnings in the nationa currency with the annual average nationa
consumer price index as published in the International Monetary Fund’s International Financial
Satistics (March 1999), indexed to 1990 = 100.

Average Monthly Earningsin All Manufacturing, Apparel, and Footwear

Yexr All Manufacturing Apparel Footwear Red Earnings Index (P, 1990=100)
® Usp) ® Usp) | (USy Manuf.  Apparel  Footweer
1990 4,263 175 3,098 127 1780 73 100 100 100
1991 4,831 176 3513 128 2066 75 95 95 97
1992 5,386 211 4,005 157 2371 93 98 100 103
1993 5,584 206 3910 144 2591 9% A 91 105
1994 6,272 237 4332 164 3229 122 97 2 120
1995 6,654 259 4,692 182 3505 136 95 2 120
1996 na na na na na na na na na
1997 na na na na na na na na na

Note na= not available.
Source:  ILO, Yearbook of Labour Statistics, 1998, p. 914.

NON-WAGE BENEFITS

Philippine garment workers do not receive any non-wage benefits or tax credits specific to their
industry. However, many are eligible for benefits under the Social Security System (SSS), whichis
supported by firms and employees legaly required contributions. The SSS administers loan
programs to alow workersenrolled in SSSto obtain short-term credit for consumer purchases, loans
for education, and loans for purchases of stock in both newly privatized firms and selected “high
grade” company shares. (SSS policy seeks that there be broader worker participation in the stock
ownership of corporations.) In 1998, the SSSliberalized the termsfor its short-term credit loansto
assist workers hit by layoffsin the economic crisis.

S International Labour Organization, Yearbook of Labour Statistics, 1998 (Geneva: International Labour
Office, 1998), p. 805.

6 International Labour Organization, Yearbook of Labour Statistics, 1998 (Geneva: International Labour
Office, 1998), p. 753-754.

11-129



A U.S. Socia Security Administration survey’ elaborates on three non-wage benefit programs in
which employers in the Philippines must participate on behalf of their employees: (1) old age,
disability, and death benefits, begun in 1954, are part of a social insurance program in which the
insured person pays 3.33 percent of their wagesaccording to 27 wage classes, theemployer pays4.67
percent of their payroll according to 27 wage classes, and the government pays any deficit; (2)
sickness and maternity benefits, begun in 1954, are also part of the social insurance program and
employees pay for sickness according to pension contributions above and contribute nothing for
maternity benefits, employers pay according to pension contributions above and 0.4 percent of payroll
for maternity benefits according to 27 wage classes, and the government covers any deficit; and (3)
work injury benefits, begun in 1974, which are financed entirely by employers who pay 1 percent of
payroll according to 10 wage classes.

ASSESSING BASIC NEEDS: THE POVERTY LINE

The Philippine National Statistical Coordination Board (NSCB) calculates a “ poverty threshold”
whichisequal to a“food threshold” (2,000 calories per person per day) plusthe cost of key non-food
requirements.® It distinguishes between the poverty threshold figure and that set for the “ core poor,”
who cannot meet the cost of even basic food requirements. The NSCB set the most recent annual per
capita poverty thresholdin 1997 at P11,388 (about US$315); thefood (subsi stence) threshold was set
at P7,724 (about US$214). In 1997, 32.1 percent of all Philippine families (18.5 percent of urban
familiesand 44.4 percent of rural families) had annual per capitaincome below the annual per capita
poverty threshold; 16.5 percent of al Philippine families (7.2 percent of all urban familiesand 24.8
percent of all rural families) had annual per capita income below the annual per capita food
(subsistence) threshold.®

A compendium of poverty and income distribution statistics prepared by the International Labor
Organization™ reports several measures of a national poverty line for the Philippines:

! For 1985, 59.4 percent of therural and 45.2 percent of the urban Philippine householdswere
below theofficial poverty line(constant real poverty lineestablished by thegovernment), with
anational poverty rate of 53.9 percent of al households;

7 Social Security Administration, Social Security Programs Throughout the Wor | d-1997(Washington: U.S.
Government Printing Office, August 1997), pp. 283-285.

8 Under the new methodol ogy adoptedin 1992, certain non-food requirementsfor itemsnot considered basic
(e.g., acohol beverages, tobacco, recreation, durable furniture and equi pment, and miscellaneous expenditures) were
excluded.

9 Tablesof poverty and food threshol dsfor 1994 and 1997 were provided to the U.S. Embassy by the National
Statistical Coordination Board. See also, National Statistical Coordination Board (NSCB), Philippine Poverty
Satistics (Makati City: NSCB, December 1996) for poverty and food thresholdsfor theyears 1985, 1988, 1991, and
1994 based on the new methodol ogy adopted in 1992.

10 Hamid Tabatabai, Satisticson Poverty and Income Distribution: An|LO Compendiumof Data (Geneva:
International Labour Office, 1996), pp. 41-42.
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for 1991, 52.4 percent of the rural and 36.7 percent of the urban households were below the
official poverty line, with a nation poverty rate of 44.6 percent of all families.'

For 1985, 33.7 percent of the Philippine popul ation was below the poverty line of US$31 per
capita per month in 1985 purchasing power parity adjusted US$ (or P215).12

The World Bank reports®™ that, in 1997, 37.5 percent of the Philippine population was below the
country-specific national poverty line, with 22.5 percent of the urban population and 51.2 percent of
the rural population living below the poverty line; corresponding figuresreported for 1994 are 40.6,
28.0, and 53.1 percent, respectively. The same source also reportsthat, in 1994, 62.8 percent of the
Philippine popul ation was below the international poverty line of US$2 per person per day and 26.9
percent was below theinternational poverty lineof US$1 per person per day, bothin 1985 purchasing
power parity adjusted USS.

MEETING WORKERS NEEDS

Thereislittle conclusive evidence on the extent to which wages and non-wage benefitsin thefootwear
or apparel industries in the Philippines meet workers' basic needs. More general information from

1 Theestimatesarereferenced asoriginating from Arsenio M. Balisacan, “ Urban Poverty in the Philippines:
Nature, Causes and Policy Measures,” Asian Development Review, Vol. 12, No. 1(1994), pp.117-152. Thestudy uses
the poverty linesfor 1988 which were estimated by the National Statistical Coordination Board' s Technical Working
Group on Poverty Determination. The poverty lines are based on food and non-food components. The food
component is based on evaluations of low-cost menus by region and areathat meet 100 percent of the recommended
dailyalowancefor energy (2,000 kcal) and 80 percent adequacy for other nutrients. Thenon-food component isbased
on estimates of non-food needs using the consumption pattern of a sample of families from the Family Income and
Expenditure Surveys whose incomes fall within 10 percentage points above or below the food threshold. The (food
plus non-food) poverty line is the food threshold divided by the proportion of food to total expenditures for these
sample families. The poverty linesare held fixed inreal terms. This method is similar to that used in the official
measure of poverty in the United States. See Tabatabai, Statistics on Poverty and Income Distribution: An ILO
Compendium of Data, p. 153.

12 The estimate is referenced as originating from Elaine K. Chan, “A Compendium of Data on Poverty and
Income Distribution,” Background Paper for theWorld Devel opment Report 1990(Washington: World Bank, 1990),
pp. 56-59. Thestudy used family income and expenditure survey datafromthe National Censusand Statistical Office.
Sincethesurvey datadid not report family size by incomegroup, an averagesize of 5.49 wasused. An absolutepoverty
line, defined as an expenditurelevel below which basic needs cannot be satisfied, was arbitrarily set 35 percent higher
than the Indian poverty line for rural areas which at that time was considered to be more representative of many
developing countries. The poverty linecorresponded to US$31 after adjustment for purchasing power parity had been
made to the 1985 official exchange rate. The purchasing power parity poverty line was converted into the national
currency using estimates from Robert Summers and Alan Heston, “ A New Set of International Comparisons of Real
Product and Price Levels: Estimates for 130 Countries, 1950-1985,” Review of Income and Wealth, Series 34, No.
1 (March 1988), pp. 1-25. See Tabatabai, Statistics on Poverty and Income Distribution: An ILO Compendium of
Data, pp. 136; 153.

13 World Bank, World Devel opment I ndicators 1999 (Washington: World Bank, 1999), p. 67.
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the U.S. Embassy indicatesthat the 1987 Philippine Constitution enunciatesthat workershavetheright
toa“livingwage.” However, the definition of a“living wage’ concept has often been the subject
of debate—especially if proponents of raising the legal minimum wage use a “living wage” target
level asthe basis for arguing for higher wages.*

The DOLE's National Wages and Productivity Commission has defined a living wage as:®®

the amount of family income needed to provide for the family’ s food and non-food expenditures
with sufficient allowance for savings/investments for social security so as to enable the family to
live and maintain a decent standard of human existence beyond here subsistence level, taking into
account al of the family's physiological, social and other needs.

To evaluate family costsin its study, the DOLE used a 1994 Family Income and Expenditure Survey
by the National Statistics Office. Thefamily costs are computed in three categories: food, non-food,
and “other” expenditures. As “non-food” items, the study included expenditures for transportation,
education, and medical care. Inthelast “other” category, the DOLE study calculated the need for an
additional 10 percent in income for expenditures for savings, taxes, real property, and purchase of
durable goods. DOLE found this was the consistent average expenditure for these categoriesin the
two family income surveys available (1988 and 1994). The 1999 DOLE study found a correlation
between poverty threshold and the higher living wage levels.*® Based on this, DOLE proposesto use
surveys for fixing the poverty threshold as a basis for aso calculating living wages, thus saving the
expense of an additional survey.

The current minimum wage has fallen well behind the rate for a daily living wage, which was
calcul ated by the Department of Labor and Employment (DOLE) at about P356 pesos (about US$9.00)
for afamily of six. Datain the 1999 DOLE study on the living wage indicated that families require
more than one minimum wage earner (more than two in some regions) for their householdsto earn a
living wage.

14 |n around table discussion held in February 1998 to review the proposed living wage methodology, Dr.
Arsenio Balisacan, a technica discussant from the University of the Philippines, recognized the difficulty in
determining the non-food basket, but opined that the proposed living wage measure does not capture the labor market,
wage utility processes, and the supply and demand of labor. He recommended that in making the notion of aliving
wage operational that it be depoliticized and considered as an aspiration wage. See National Statistical Office (NSO)
and Statistical Research and Training Center (SRTC) under the auspices of the National Wages and Productivity
Commission, Development of Methodology for Estimating Living Wage: Final Report (Manila: Department of
Labor and Employment, 1999), p. 3.

15 National Statistical Office (NSO) and Statistical Research and Training Center (SRTC) under the auspices
of the National Wages and Productivity Commission, Development of Methodology for Estimating Living Wage:
Final Report (Manila: Department of Labor and Employment, 1999), p. 4.

16 See National Statistical Office (NSO) and Statistical Research and Training Center (SRTC) under the

auspices of the National Wages and Productivity Commission, Devel opment of Methodol ogy for Estimating Living
Wage: Final Report (Manila: Department of Labor and Employment, 1999).
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The U.S. Embassy provided the U.S. Department of Labor with the 1999 DOLE study on the living
wage (and an NGO commentary on theliving wage). Inaddition, the U.S. Embassy provided the U.S.
Department of L abor with materialson minimum wage adjustment procedures, theavailability of low-
wage benefits, and the calculation of the poverty line.
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SINGAPORE:
MINIMUM WAGE

There is no minimum wage in Singapore. The Employment Act sets the standard legal workweek at
44 hours and provides for one rest day each week.?

PREVAILING OR AVERAGE WAGE

The datain the table below are from the Report on Wages in Sngapore published annualy by the
Ministry of Manpower and present estimates of the mean and median monthly gross wages of
production workers (as separate from managerial and professional staff) in the manufacturing sector
and, more specificaly, inthetextile and wearing apparel (including footwear) industry in Singapore.®
“Monthly grosswage’ refers to all remuneration received by an employee before deductions of the
employee’ s own mandatory pensionfund contributions (20 percent of gross wages and bonuses) and
personal income tax. It includes overtime payments, commissions, allowances (e.g., shift, food,
housing, and transport), service points, and other regular cash payments. It excludesthe employer’s
mandatory contribution to the employee’s pension fund (currently 10 percent of employee’s gross
wages and bonuses) and productivity or incentive bonuses that normally amount to 1-2 months pay.
The Singapore dollar (S$) figures were converted to U.S. dollars (US$) based on average annual
foreign exchange rates for the respective years provided by the Monetary Authority of Singapore.

Average and Median Monthly Gross Wages of Production Workersin Manufacturing
and theWearing Appare and Footwear Industry

Manufacturing Wearing Appardl and Footwear

Yexr Average Median Average Median
S USsk S USh S USk S USk
1994 1,283 843 1,070 701 952 623 860 563
1995 1,351 953 1,123 792 1,027 725 915 646
199% 1454 1,031 1231 873 1,129 801 1,000 709
1997 1519 1,023 1,261 849 1,161 782 1,066 718
1998 1555 929 1,313 785 1,367 817 1,267 757

Source: Report on Wages in Singapor e, 1994-98 (Manpower Research and Statistics Department,
Ministry of Manpower, Singapore).

The table below presents avail able data from the International Labor Organization (ILO) on average

1 Unless noted otherwise, information presented here isfrom American Embassy—Singapore, unclassified
telegram No. 551 (February 26, 1999).

2 U.S. Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 1064.

3 Provided by the U.S. Department of State, Bureau of East Asian and Pacific Affairs, unclassified facsimile
(November 29, 1999).
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monthly earnings (direct wages per worker) in Singaporefor all employeesin the manufacturing sector
and inthe combined textile, apparel, and footwear industries. They include pay for timeworked, paid
leave, bonuses, and other benefits paid directly to the employee, but not the cost of social insurance
programs.* Average hours worked per week by all employees were 49.1 in all manufacturing and
48.1 in the combined textile, apparel, and footwear industries for the years 1990 through 1997.°
Current average earnings, which are reported by the ILO in the national currency, were converted to
US$ using the annua average exchange rate published in the Internationa Monetary Fund's
International Financial Satistics (March 1999). To track changesin rea earnings (i.e., earnings
adjusted for inflation), areal earningsindex was computed by deflating current earningsin thenationa
currency with the annual average national consumer price index as published in the International
Monetary Fund's International Financial Statistics (March 1999), indexed to 1990 = 100.

Average Monthly Earningsin All Manufacturing and Textiles, Apparel, and Footwear

Yexr All Manufacturing Textiles, Apparel, and Footwear Red Earnings Index (S$; 1990=100)
(SH (USSP (Sh (USH) Manuf.  Textiles Apparel, and Footwear

1990 1,395.0 770 861.0 475 100 100

1991 15518 898 9537 552 108 107

1992 1,686.2 1,035 1,021.3 627 114 112

1993 18178 1125 10648 659 120 114

1994 1,993 1,306 11628 761 128 121

1995 21573 1522 12418 876 136 127

1996 23195 1,645 13674 970 145 138

1997 2,486.7 1675 14773 9% 152 146

Source 1L O, Yearbook of Labour Statistics, 1998, p. 915.

NON-WAGE BENEFITS

According to the U.S. Department of State,® the primary government-mandated non-wage benefit for
all employeesin Singaporeistheemployer’ scontribution to the pension fund (Central Provident Fund
or CPF) account for each of their employees. Thisappliestoworkersinall industries, including those
inthetextile and wearing apparel industry. The current mandated employer contributionisto the CPF
is set at 10 percent of the employee's gross wages and bonuses. The government has reduced this
amount from 20 percent to 10 percent starting January 1999 as part of its business cost reduction
measures in response to the recent regional economic crisis. It has announced, however, that this
amount will beincreased to 12 percent starting in April 2000, and should berestored to the 20 percent
level by 2003.

4 International Labour Organization, Yearbook of Labour Statistics, 1998 (Geneva: International Labour
Office, 1998), p. 805.

S International Labour Organization, Yearbook of Labour Statistics, 1998 (Geneva: International Labour
Office, 1998), p. 734.

6 U.S. Department of State, Bureau of East Asian and Pacific Affairs, unclassified facsimile (November 29,
1999).
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Although the employer’ s annual contribution to the employee’ s CPF account is classified here as a
non-wage benefit, CPF regulations permit the employee to use fundsin the account for awide variety
of purposes, including housing, approved investments, insurance, and education. Of the tota
contribution of 30 percent (combining employer and employee shares), Six percentage points are
allocated to aM edisave account to meet hospitalization and medical expenses, and to buy catastrophic
illness insurance for the employee and his’her immediate family. Apart from this, the government
subsidizes certain classes of hospital wards, which are accessibleto workers. Employersareliable
for up to four weeks before and after birth in terms of maternity benefits, and pay the entire cost of a
compulsory liability program for their employees in cases of work injuries, as required by the
Workmen's Compensation Act.

A U.S. Social Security Administration survey’ el aborates on three non-wage benefits programswhich
employersin Singapore contribute for their employees: (1) old age, disability, and death benefits,
begunin 1953, isaprovident fund into which employees pay 20 percent of their wagesif earning more
than S$200 amonth, employers pay 20 percent of employee wage earningsif over S$50 amonth, and
the government pays nothing;® (2) sickness and maternity benefits, begun in 1968, for medical care,
the insured person pays 3-4 percent of their monthly salary, the employer pays 3-4 percent of payroll,
and the government pays no fixed amount since workers are subsidized when using certain classes of
hospital wards and, for maternity benefits, the employer isliable for up to 4 weeks before birth and
4 weeks after birth; and (3) work injury benefits, begun in 1929, which is a compulsory employer
liability program into which the employer pays the entire cost.

ASSESSING BASIC NEEDS: THE POVERTY LINE

The Singapore government has not made available any information regarding its determination of a
poverty line for the country. According to the U.S. Department of State,® applying a frequently used
poverty line set at 30 percent of mean income, it would appear that approximately 14 percent of the
local working population fell at or below the poverty linein 1998, that is, with gross monthly wages
below S$765 or US$458. This group consists primarily of foreign migrant workersin the domestic
help and construction industry, whose basic housing and work-related transportation needs are
provided by their employers.

" Social Security Administration, Social Security Programs Throughout the World - 1997(Washington: U.S.
Government Printing Office, August 1997), pp. 318-319.

8 Contributions are lower if employees are over the age of 55.

9 U.S. Department of State, Bureau of East Asian and Pacific Affairs, unclassified facsimile (November 29,
1999).
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A compendium of poverty and income distribution statistics prepared by the International Labor
Organization'® reportsthat, for 1982, 10 percent of Singapore’ spopul ation wasbel ow thepoverty line
of US$860 per capita per month in 1985 purchasing power parity adjusted US$.1

MEETING WORKERS NEEDS

Thereislittle conclusive evidence on the extent to which wages and non-wage benefitsin thefootwear
or apparel industries in Singapore meet workers basic needs. However, given the above
approximation of the poverty line suggested by the U.S. Department of State, it would appear that the
wage and non-wage benefits of production workers in textile and wearing apparel industry in
Singapore are adequate to meet their basic living needs.*? The U.S. Embassy was not abletoidentify
any studies on the living wage in Singapore.

10 Hamid Tabatabai, Satisticson Poverty and Income Distribution: An|LO Compendiumof Data (Geneva:
International Labour Office, 1996), p. 42.

1 The estimate is referenced as originating from the World Bank, World Devel opment Report 1990 (New
Y ork: Oxford University Press, 1990), p. 41. The estimates for individual countriesin this sourcerely on country-
specific poverty lines. Official or commonly used poverty lines have been used when available; in other cases, the
poverty line has been set at 30 percent of mean income or expenditure. No further information on the estimate for
Singaporeisprovidedinthel LO compendium. SeeTabatabai, Stati stics on Poverty and Income Distribution: An1LO
Compendium of Data, p. 139.

12U.S. Department of State, Bureau of East Asian and Pacific Affairs, unclassified facsimile (November 29,
1999).
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SOUTH KOREA:!

MINIMUM WAGE

A minimum wagelaw wasimplemented in 1988; companieswith fewer than 10 empl oyeesare exempt
fromthislaw.? Each year, at the request of the Labor Minister, the Minimum Wage Council submits
aminimum wage proposal based onworkers' living costsand labor productivity. TheLabor Minister
makes a final decision on the minimum wage and the new level is applied the next year.® As of
September 1998, the national minimum wage was raised to its current rate of W1,525 (US$1.27) per
hour.

Amendments to the Labor Standards Law passed in 1989 brought the maximum regular workweek to
44 hours, with provision for overtime to be compensated at a higher wage; the law al so providesfor
a 24-hour rest period each week.* Labor laws were revised in 1997 to establish a flexible hours
systemin which employers could require employees to work up to 48 hours during some weeks
without paying overtime aslong as the average weekly hoursfor two-weeks did not exceed 44; with
union permission, management could ask employees to work up to 56 hoursin a given week. The
legidation established adaily cap on the working day of 12 hours.

PREVAILING OR AVERAGE WAGE

The prevailing wagein the footwear industry isW1,118,027 per month (US$932), and the prevailing
wage in the apparel industry is W872,349 per month (US$727).

The table below presents available datafrom the International Labor Organization (ILO) on average
monthly earnings (direct wages per worker) in Koreafor all employeesin the manufacturing sector
and in the apparel and footwear industries. They include pay for timeworked, paid leave, bonuses,

1 Unless noted otherwise, information presented here is from American Embassy—Seoul, unclassified
telegram No. 1260 (March 2, 1999).

2 U.S. Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 971.

3 For moreinformation on the minimum wagein South K orea, see International Labour Organization (ILO),
“Minimum Wage Fixing in South Korea,” Labour Law and Labour Relations Branch (LEG/REL) Briefing Note No.
4rev) (Geneva: International Labour Office, 1997), which is aso available on the ILO's web site
<http://www.ilo.org/public/english/80rel pro/legrel/papers/brfnotes/minwages/korea3.htm>.

4 U.S. Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 971.
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and other benefits paid directly to the employee, but not the cost of social insurance programs.®
Average hours worked per week by all employees were 48.9 in al manufacturing, 49.2 in apparel,
and 51.1 in footwear for theyears 1990 through 1997.% Current average earnings, which are reported
by the ILO in the national currency, were converted to US$ using the annual average exchange rate
published inthe International Monetary Fund’ sinternational Financial Statistics (March 1999). To
track changes in real earnings (i.e., earnings adjusted for inflation), a real earnings index was
computed by deflating current earnings in the nationa currency with the annual average nationa
consumer price index as published in the International Monetary Fund’s International Financial
Satistics (March 1999), indexed to 1990 = 100.

Average Monthly Earningsin All Manufacturing, Apparel, and Footwear

Yexr All Manufacturing Apparel Footwear Red Earnings Index (W; 1990=100)
w (OS] w Usp w  UsH Manuf. Apparel  Footwesr
1990 590,800 8347 383100 5413 394,800 557.8 100 100 100
1991 690,300 9413 447500 6102 462,300 6304 107 107 107
1992 798600 10229 536,700 6875 532,600 6823 116 121 116
1993 885400 11031 582,800 726.1 626,400 7804 123 125 130
1994 1022500 12726 690,100 8589 683500 8569 134 139 135
1995 1123900 14572 762,100 988.1 763800 990.3 141 147 143
1996 1261200 15678 852500 1,059.7 871,200 1,0830 151 157 156
1997 1326200 13941 892400 938.1 952,900 1,001.7 152 157 163

Note * denotes abreak in series due to achange in dassfication; beginning in 1993, includes other legther products.
Source:  ILO, Yearbook of Labour Statistics, 1998, p. 908.

NON-WAGE BENEFITS

The government offers no industry-specific tax credits. However, workerswhose income is below
W1,000,000 per month (US$833) do not pay taxes on overtime, night, holiday, and weekend income.
Individual firmsoffer non-wage benefits such asextrapay for overseaswork, accident compensation,
and subsidies for school expenses.

A U.S. Social Security Administration survey’ e aborates on three non-wage benefits programsinto
which employers contribute for their employees: (1) old age, disability, and death benefits, a social
insurance program begunin 1973, inwhich theinsured pays 3 percent of their earnings, employerspay
6 percent of employee earnings, and the government payspart of the administrative program costs; (2)
medical and sickness benefits, begunin 1963, in which the insured person and the employer each pay
1-4 percent of their wages (averaging 1.52 percent) and the government pays a portion of the
administrative costs; and (3) work injury benefits, a compulsory insurance program begun in 1953,

5 International Labour Organization, Yearbook of Labour Statistics, 1998 (Geneva: International Labour
Office, 1998), p. 805.

8 International Labour Organization, Yearbook of Labour Statistics, 1998 (Geneva: International Labour
Office, 1998), p. 734.

" Social Security Administration,Social Security Programs Throughout the World - 1997(Washington: U.S.
Government Printing Office, August 1997), pp. 207-208.

11-138



in which employers pay 0.6 to 29.9 percent of payroll according to risk (averaging 1.6 percent) and
the government pays the cost of administration.

ASSESSING BASIC NEEDS: THE POVERTY LINE

The government uses a market basket to determine the poverty line. Thisincludes expenses related
to food, housing, health and medical care, culture and recreation, clothing and footwear, commuting,
utilities, and furniture. The Minister of Heath and Welfare announces the poverty line every
December, based on inflation and the results of a market basket survey carried out every five years.
The most recent survey was in 1994. The poverty line for 1998, based on the 1994 survey and
subsequent increases in the cost of living, was W218,000 per month (US$182).

A compendium of poverty and income distribution statistics prepared by the International Labor
Organizatior? several measures of anational poverty line for Korea:

1 For 1978, 11 percent of therural Korean population was below therural poverty line (annual
per capitaincome of US$270) and 18 percent of the urban Korean population was below the
urban poverty line (annual per capita income of US$320), with anational poverty rate of 16
percent.®

For 1980, 9.0 percent of the rural and 10.4 percent of the urban Korean population were
below the poverty line (W121,000 per month per 5-member family householdin 1981 prices),
with anational poverty rate of 9.8 percent;

for 1984, 4.4 percent of therural and 4.6 percent of the urban K orean popul ation were below
the same poverty line, with a national poverty rate of 4.5 percent.°

8 Hamid Tabatabai, Statistics on Poverty and | ncome Distribution: AnLO Compendiumof Data (Geneva:
International Labour Office, 1996), p. 36.

9 The estimates are referenced as originating from the World Bank, Social I ndicators of Devel opment 1987
(Washington: WorldBank, 1987). The poverty estimates are based upon an estimated absol ute poverty income level
bel owwhichaminimal nutritionally adequate diet plusessential hon-food requirementsarenot affordable. According
to the UN’s Food and Agriculture Organization (FAO), The Impact of Development Strategies on the Rural Poor
(Rome: FAO, 1988), p. 7, the poverty lines were determined by: (1) identifying the food basket consumed by low-
income groups in the country (taken to be the 20" percentile of the household income distribution); (2) estimating
the quantities of that food basket necessary to provide the minimum calories and proteins required for nutritional
needs, (3) costing the minimum food basket at appropriate retail market prices; and (4) adding the estimated monetary
equivaent of essential non-food needs (clothing, shelter, etc.). See Tabatabai, Satistics on Poverty and Income
Distribution: An ILO Compendium of Data, p. 139.

O Theestimatesarereferenced asoriginating from Sang M ok Suh, EconomicGrowthand Changesin I ncome
Distribution: TheKorean Case, Working Paper No. 8508 (Seoul: KoreaDevel opment I nstitute, 1985) and Sang Mok
Suh and H.C. Yeon, Social Welfare During the Structural Adjustment Period in Korea, Working Paper No. 8604
(Seoul: Korea Development Institute, 1986). The food cost portion of the poverty line is first estimated for a
household of five members (acouplewith three children) for 1973 by: (a) constructing a“ standard” household based
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MEETING WORKERS NEEDS

Thereislittle conclusive evidence on the extent to which wages and non-wage benefitsin thefootwear
or apparel industries in South Korea meet workers basic needs. Some information from U.S.
Department of State or U.S. Embassy reports indicates more generally that the Federation of Korean
Trade Unions (FKTU) and other [abor unions assert that the current minimum wage does not meet the
basic requirements of urban workers. Infact, aworker earning minimum wage would have difficulty
in providing a decent standard of living for himself and his family, despite the fringe benefits, such
astransportation expenses, with which companiesnormally supplement salaries. However, themoney
an average blue-collar worker takes home in overtime and bonuses significantly raises the total
compensationpackage.! TheU.S. Embassy wasnot aware of any studiesonthelivingwageinKorea.

on results from the 1975 Population and Housing Census; (b) estimating the energy level required for normal daily
activitiesby membersof the standard household (2,100 kil ocal ories per person); (c) cal cul ating the quantities of food
reguiredto meet the estimated energy level, based on actual food consumption patternsof “poor” households; and (d)
estimating the minimum food expenditures for urban and rural areas using the results of (c) and appropriate retail
prices. Minimum non-food expenditures are estimated by: (a) dividing consumption expendituresinto 5 categories
(food, housing, light and fuel, clothing, and “ others’); (b) estimating the Engel curvefor each consumption category;
(¢) deriving the income required to consume the food minimum, based on the estimated Engel curvefor food and the
minimum food expenditure estimated above; (d) applying thisincome to each Engel curve to obtain the “minimum”
expenditure for each consumption category; and (€) adding up the minimum expenditures over the categories to
calculate the 1973 poverty line. Deflators for private consumption in the national accounts are used to estimate
poverty linesfor other years. Poverty linesfor householdsof different sizesare cal culated on the basis of adjustment
factorsfrom Statistics Canada. See Tabatabai, Statistics on Poverty and Income Distribution: An1LO Compendium
of Data, p. 150.

1 U.S. Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 971.
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SPAIN:
MINIMUM WAGE

In December of each year, the Spanish L egidature fixesthe minimum wagefor thefollowing calendar
year. When formulating the minimum wage, the government takes into account the consumer price
index, the median level of nationa productivity, the increase of labor’ s participation in the national
income, and general economic conditions. Maintaining alow inflation rate and promoting job growth
are two important considerations.

For calendar year 1999, the minimum wage for al workers,2 whether in the agricultural, industrial,
or service sector, is 2,309 pesetas (Ptas) per day, or about 15.92 U.S. dollars (US$) per day, or
Ptas69,270 (US$477.72) per month. Thelaw sti pulatesthat aminimum amount of additional monetary
compensation—in the form of a bonus in July and December, each equa to a month’s pay—be
included when cal cul ating the annual minimum salary whichisPtas969,780 (US$6,688 per year). The
law sets a 40-hour workweek with an unbrokenrest period of 36 hours after each 40 hoursworked.®
The table on the next page presents the daily minimum wage rates for workers 18 and older since
1990.

For professional temporary activities not exceeding 120 days, the minimum daily salary is Ptas3,283
(US$22.64 per day), and for domestic or temporary workersthe hourly wageis Ptas538 (US$3.71 per
hour).

1Unless noted otherwise, information presented here is from American Embassy—M adrid, unclassified
telegram No. 1895 (February 24, 1999).

2 Prior to 1998, therewas alower minimum wage for workers 16-17 yearsof age. For example, in 1997, the
minimum wagefor workers 16-17 yearsold was Ptasl,971 per day; for workers 18 and older, the minimum wagewas
Ptas2,221 aday. Theminimum wagefor domestic employees16-17 years of agewas Ptas459 per hour; for domestic
employees 18 and over, the minimum wage was Ptas517 per hour. See U.S. Department of State, Country Reports
on Human Rights Practices for 1997 (Washington, D.C., March 1998) p. 1307. In 1998, the youth minimum wage
was eliminated by Royal Decree 2817/98.

3 U.S. Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 1520.
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Daily Minimum Wage Ratesfor Workers 18 and Over, 1984-1999

EffectiveDate Ptas US$

March 1990 1,667 16.35
January 1991 1,775 17.08
January 1992 1,876 18.32
January 1993 1,951 1533
January 1994 2,019 15.07
January 1995 2,090 16.76
January 1996 2,164 17.09
January 1997 2221 1517
January 1998 2,268 1518
January 1999 2,309 1592

Source: American Embassy-Madrid, Foreign Labor Trends: Spain, 1993-1994
(Washington: U.S. Department of Labor, Bureau of International Labor Affairs, 1995), p. 6,
and U.S. Department of State, Country Reports on Human Rights Practices: Spain
(Washington: U.S. Government Printing Office, various years), section 6.e

PREVAILING OR AVERAGE WAGE

The median monthly wage for the industrial manufacturing sector in the first three quarters of 1998
was Ptas225,808 per month (US$,486 per month or US$17,832 per year). The average hourly wage
inthe manufacturing sector for this sametime period was Ptadl,551 (US$10.20 per hour). Moreover,
the median monthly income inthe apparel industry for thefirst three quartersof 1998 wasPtas232,367
(US$1,529 per month or US$18,348 per year). These average monthly and hourly incomes for the
apparel industry include both blue and white collar workers.

The table below presents available datafrom the International Labor Organization (ILO) on average
hourly earnings (direct wages per worker) in Spain for all employeesin the manufacturing sector and
in the apparel and leather footwear industries. They include pay for time worked, paid |leave,
bonuses, and other benefits paid directly to the employee, but not the cost of socia insurance
programs.* Average hours worked per week by all employees were 36.7 in al manufacturing, 35.6
inapparel, and 36.5 in footwear and leather goodsfor the years 1990 through 1997.5 Current average
earnings, which are reported by the ILO in the national currency, were converted to US$ using the
annua average exchangerate publishedinthelnternational Monetary Fund’ sl nternational Financial
Statistics(March 1999). Totrack changesinreal earnings(i.e., earningsadjusted for inflation), areal
earnings index was computed by deflating current earnings in the national currency with the annua
average national consumer price index as published in the International Monetary Fund's
International Financial Satistics (March 1999), indexed to 1990 = 100.

4 International Labour Organization, Yearbook of Labour Statistics, 1998 (Geneva: International Labour
Office, 1998), p. 805.

S International Labour Organization, Yearbook of Labour Statistics, 1998 (Geneva: International Labour
Office, 1998), p. 764.
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Average Hourly Earningsin All Manufacturing, Apparel, and Footwear

Yexr All Manufacturing Apparel Footwear Red Earnings Index (Ptas, 1990=100)
(Ptes) USB) (Ptes)  (USH) (Ptas)  (USH) Manuf. Apparel Footwear

1990 902 8.85 551 541 612 6.00 100 100 100

1991 9% 957 636 6.12 671 6.46 104 109 104

1992 1,080 1055 680 6.64 710 6.93 107 110 103

1993 1,159 9.11 716 5.63 762 599 110 111 106

1994 1221 9.11 749 559 762 5.69 110 111 101

1995 1,263 10.13 7% 6.37 79% 6.38 109 112 101

1996 1311 10.35 843 6.66 907* 716 109 115 111

1997 1372 9.37 903 6.17 932 6.37 112 121 112

Note * indicatesabresk in series due to achange in classificaton; beginning 1996, includes other lesther products.
Source:  ILO, Yearbook of Labour Statistics, 1998, p. 930.

NON-WAGE BENEFITS

There are two basic employee benefits mandated by Spanish law. Spanish firmsare required to pay
a percentage of the social security tax for each employee. Each employee must also contribute a
percentage. Theother government-mandated benefit (whichisintheform of monetary compensation)

isapair of yearly bonuses each equal to a month’s pay. Thus, when calculating annual income, a
worker’s actual monthly pay should be multiplied by fourteen, not twelve. The statisticsfor monthly
income in the section on the prevailing wage include these bonuses.

A U.S. Socia Security Administration survey® elaborates on five non-wage benefit programs that
employersin Spain make contributionson behalf of their employees: (1) old age, disability, and death
benefits, first established in 1919, in which employees pay 4.7 percent of covered earnings based on
wage classesaccording to 11 occupational classes, employerspay 23.6 percent of employeeearnings
according to 11 occupational classes, and the government pays an annual subsidy; (2) sickness
(created in 1942) and maternity (created in 1929) insuranceis part of the social insurance system and
the contributions areincluded in the old age, disability, death benefits contributions above; (3) work
injury benefits, begun in 1900, are entirely financed by the employer who pays 0.81 to 16.2 percent
of payroll according to risk (the average rate is 1.98 percent); (4) unemployment benefits, begun in
1919, in which the employee pays 1.6 percent of covered earnings according to 11 occupational
classes, the employer pays 6.2 percent of payroll according to 11 occupational classes, and the
government provides variable subsidies; (5) income-tested family allowance benefits for disability
are covered under the old age, disability, and death benefits insurance and the government pays for
non-contributory pensions from general revenues.

ASSESSING BASIC NEEDS: THE POVERTY LINE

In Spain there is no official measure of a poverty line or its equivalent.

6 Social Security Administration, Social Security Programs Throughout theWorld - 1997(Washington: U.S.
Government Printing Office, August 1997), pp. 330-332.
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A compendium of poverty and income distribution statistics prepared by the International Labor
Organization’ reportsfor 1988 that 20.8 percent of the Spanish population was below the poverty line
of 50 percent of national mean equivalent expenditure.® A more recent study, using adightly different
definition, reported for 1980 that 12.2 percent and for 1990 that 10.4 percent of the Spanish population
was below the poverty line of 50 percent of median disposable income.®

MEETING WORKERS NEEDS

Thereislittle conclusive evidence on the extent to which wages and non-wage benefitsin thefootwear
or apparel industries in Spain meet workers' basic needs. Some information from U.S. Department
of State or U.S. Embassy reportsindicates more generally that thelegal minimum wageis considered
sufficient to provide a decent standard of living for aworker and family. Therate isrevised every
year in line with the consumer price index and is enforced effectively by the Ministry of Labor and
Socia Affairs.® The U.S. Embassy did not provide any information on the living wage.

" Hamid Tabatabai, Satistics on Poverty and Income Distribution: An |LO Compendium of Data (Geneva:
International Labour Office, 1996), p. 76.

8 The estimate is referenced as originating from Eurostat, Poverty Statistics in the Late 1980s: Research
Based on Micro-Data (L uxembourg: Office for Official Publications of the European Communities, 1994), p. 414.
The study was conducted for Eurostat by Aldi J.M. Hagenaars, KlassdeVos, and M. Asghar Zaidi and wasbased onthe
Survey of Family Consumption (ISTAT). The study uses household expenditure per adult equivalent (OECD
equivalence scales) with the poverty line set at 50 percent of the mean of thisvariable. Equivalence scaleswere used
to compensate for differences dueto family size. See Tabatabai, Statistics on Poverty and Income Distribution: An
ILO Compendium of Data, p. 137.

9 Timothy M. Smeeding, Financial Poverty in Developed Countries: The Evidence from LIS, Final Report
to the UNDP, Working Paper No. 155, Maxwell School of Citizenship and Public Affairs, Syracuse, NY (April 1997),
Appendix Table A-4.

10U.S. Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 1520.
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SRl LANKA:

MINIMUM WAGE

In Sri Lanka, thereis no nationa minimum wage. The Wages Board Ordinance regulates wages and
other emoluments for persons employed in 39 different trades and sectors. The current minimum
wages for the garment manufacturing trade, last increased in April 1998, are: 2,000 rupees
(SLRs)—about 29.00 U.S. dollars®* (US$)—per month for trainees and helpers (for 156 days only,
after which such employeesare expected to be promoted to the next category); SLRs2,525 (US$36.60)
per month for unskilled workers (first year); and SLRs2,575 (US$37.30) per month for sewing
machine operators and iron operators (first year). The minimum wage in the footwear industry is
SLRs1,500 (US$21.70) per month for trainees and ranges between SLRs2,000 (US$29.00) and
SLRs2,050 (US$29.70) per month for workers (depending on skill and seniority). In addition, the
Board of Investment, in consultation with industry associations, dictates minimum wage levels for
factories located in the two major export processing zones as follows: SLRs2,750 (US$39.90) per
month for trainees; SLRs2,850 (US$41.30) per month for unskilled workers, and SLRs3,000
(US$43.50) per month for skilled workers.

Most permanent full-time workers are covered by laws that prohibit them from working regularly
more than 45 hours per week (a 5% day workweek).?

The following table, based on data supplied to the U.S. Embassy by the Statistics Department of the
Sri Lankan Labor Ministry and reported in the annua Country Reports on Human Rights Practices
published by the U.S. Department of State, summarizes the average minimum wage rates (in rupees
and U.S. dollars at current exchange rates) by economic sector since 1994:

Year Agriculture Industry, Commerce, Garments
(per day) and Services (per month)
(per month)
aRs USs aRs USs aRs Uss
1994 72 150 1550 32.00 jasyacommece 2,000 4100
1,450 30.00 (services|
1995 75 150 2,000 4000 2,000 4000
19% 75 140 2,000 36.00 2,000 36.00
1997 75 127 2,000 34.00 2,000 34.00
1998 % 144 2,000 34.00 2500 3800
1999 % 140 2,000 29.00 2500 36.20

PREVAILING OR AVERAGE WAGE

1 Unless noted otherwise, information presented here is from American Embassy—Colombo, unclassified
telegram No. 548 (February 26, 1999).

2 At the exchange rate of one U.S. dollar to 69 rupeesin late February 1999.

3 U.S. Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 1982.
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Althoughnoreliable statisticsareavailablefor prevailingwagelevels, workersin the garment sector,
particularly those working in the export processing zones, receive wages above the minimum wage
levels due to labor scarcity.

The table below presents available datafrom the International Labor Organization (ILO) on average
gross hourly earningsin Sri Lankafor wage earnersin the manufacturing sector; similar datawere not
available from the ILO for the apparel and footwear industries. The earnings data include pay for
time worked, overtime, and paid leave, but not bonuses or employer costs of socia insurance
programs and other benefits paid directly to the employee* Average weekly hours paid for wage
earners in manufacturing were 51.1 for the years 1990 through 1997.5 Comparable data for weekly
hours worked in the apparel and footwear industries were not available from the ILO. Current
average earnings, which arereported by thelLO inthenational currency, wereconvertedto US$using
the annual average exchange rate published in the International Monetary Fund’'s International
Financial Satistics (March 1999). To track changesin real earnings (i.e., earnings adjusted for
inflation), areal earningsindex was computed by deflating current earningsin the national currency
with the annual average national consumer price index as published in the International Monetary
Fund’s International Financial Statistics (March 1999), indexed to 1990 = 100.

Average Hourly Earningsin All Manufacturing

Yexr All Manufacturing Red Earnings Index (SLRs, 1990=100)
(SLRy (USSP Manufacturing
1990 9.49 0.24 100
1991 1120 0.27 105
1992 11.83 0.27 100
1993 1365 0.28 103
1994 1508 031 105
1995 1652 0.32 107
1996 17.90 0.32 100
1997 1815 031 R

Source:  ILO, Yearbook of Labour Statistics, 1998, p. 916.

NON-WAGE BENEFITS

The government requires employersto contribute to retirement plans (the employees' provident fund
and theemployees' trust fund). Garment factories set up under the “200 Garment Factories Program”
in the early 1990s are required by the government to provide free breakfast to employees.

4 International Labour Organization, Yearbook of Labour Statistics, 1998 (Geneva: International Labour
Office, 1998), p. 805.

S International Labour Organization, Yearbook of Labour Statistics, 1998 (Geneva: International Labour
Office, 1998), p. 756.
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A U.S. Socia Security Administration survey® elaborates on several non-wage benefit programs
whichemployersin Sri Lankamust participatein on behalf of their employees: (1) old age, disability,
and death benefits are provided through a provident fund system, begun in 1958, into which the
employee pay 8 percent of their wages and the employers pay 12 percent of their payroll; (2) sickness
and maternity benefits are available to all with medical care being available free of charge in
government health centers and hospital s and women in certain sectors being entitled to paid maternity
leave; (3) work injury benefits, begun in 1934, are financed entirely by employers at rates ranging
from1to 7.5 percent of payroll according to risk; (4) unemployment insurance, begun in 1990, is
being implemented in stages with the government paying the entire cost; and (5) family allowance
program, begun in 1990, is also being implemented in stages with the government paying the entire
cost.

ASSESSING BASIC NEEDS: THE POVERTY LINE

There is no officially accepted or defined poverty line. A World Bank consultant economist in a
recent study on poverty in Sri Lanka used two poverty thresholds. The lower poverty line
(SLRs717.09 per person per month), called the “reference poverty line,” was connected with
minimum consumption (of essential nutrition, clothing, and shelter) needs. The higher poverty line
(SLRs860.51 per person per month) denotes the minimum consumption level necessary to have a
standard of living that includessmall amountsof discretionary spending for transport, communications,
and health services. These amounts are based on consumption data from 1995-96 (the most recent
available); in recent years, the annual rate of inflation has been 15.9 percent (1996), 9.6 percent
(1997) and 9.4 percent (1998). For purposesof its* samurdhi” social welfare scheme, thegovernment
definesthe qualifying threshold as SLRs1,000 per family per month (family sizeis not defined)—the
government provides SLRs500 to qualifying families to raise the income level to SLRs1,500 per
month.

A compendium of poverty and income distribution statistics prepared by the International Labor
Organization’ reports several measures of apoverty line for Sri Lanka:

! For 1978/79, 22.7 percent of the rural and 16.0 percent of the urban Sri Lankan population
were below the poverty line (food expenditures of SLRs70 per capita per monthin 1978/79
prices), with anational poverty rate of 19.5 percent;

for 1986/87, 32.4 percent of the rural and 12.3 percent of the urban population were below
the same poverty line, with anational poverty rate of 27.4 percent.®

6 Social Security Administration, Social Security Programs Throughout theWor | d - 1997 (Washington: U.S.
Government Printing Office, August 1997), pp. 333-334.

" Hamid Tabatabai, Satistics on Poverty and Income Distribution: An |LO Compendium of Data (Geneva:
International Labour Office, 1996), pp. 43-44.

8 The estimates are referenced as originating from Development Alternatives, Inc., The Socioeconomic
Dimensions of Poverty in Si Lanka and Policy Implications (Washington, 1990) and Leslie Gunaratne,
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1 For 1985, 24.1 percent of the Sri Lankan popul ation was bel ow the poverty line of US$31 per
capita per month in 1985 purchasing power parity adjusted US$ (or SLRs155).°

The World Bank reports!® that, in 1990-91, 35.3 percent of the Sri Lankan population was below the
country-specific national poverty line, with 28.4 percent of the urban population and 38.1 percent of
the rural population living below the poverty line; comparable figuresreported for 1985-86 are 40.6,
26.8, and 45.5 percent, respectively. The same source also reportsthat, in 1990, 41.2 percent of the
Sri Lankan population was bel ow the international poverty line of US$2 per person per day and 4.0
percent of the population was below the international poverty line of US$1 per day, both in 1985
purchasing power parity adjusted USS$.

MEETING WORKERS NEEDS

Thereislittle conclusive evidence on the extent to which wages and non-wage benefitsin thefootwear
or apparel industries in Sri Lanka meet workers basic needs. Some information from U.S.
Department of State or U.S. Embassy reports indicates more generally that the minimum wages are
insufficient to provide adecent standard of living for aworker and the standard family of five, but the
vast mgjority of families have more than one breadwinner.** The U.S. Embassy did not identify any
studies on the living wage in Sri Lanka.

“Measurement of Poverty in Sri Lanka,” mimeographed, 1985. The poverty lineisdefined by alevel of all-island per
capitamonthly food expenditure of SLRs70, which isbased on the per capitamonthly food expenditure of the bottom
40 percent of households. See Tabatabai, Statistics on Poverty and Income Distribution: An ILO Compendium of
Data, p. 154.

% The estimate is referenced as originating from Elaine K. Chan, “A Compendium of Data on Poverty and
Income Distribution,” Background Paper for theWorld Devel opment Report 1990 (Washington: World Bank, 1990),
pp. 64-67. It isbased on data from the Labor Force Survey 1985/86 conducted by the Department of Census and
Statistics. Per capita income levels and distributions were tabulated by the World Bank and converted into
expenditures assuming anational savingsrate of 12 percent. An absolute poverty line, defined asan expenditurelevel
bel owwhich basic needs cannot be satisfied, wasarbitrarily set 35 percent higher than the Indian poverty linefor rural
areas which at that time was considered to be more representative of many developing countries. The poverty line
correspondedto US$31 after adjustment for purchasing power parity had been madetothe 1985 official exchangerate.
The purchasing power parity poverty line was converted into the national currency using estimates from Robert
Summersand Alan Heston, “ A New Set of International Comparisonsof Real Product and Price Levels: Estimatesfor
130 Countries, 1950-1985,” Review of Income and Wealth, Series 34, No. 1 (March 1988), pp. 1-25. See Tabatabai,
Satistics on Poverty and Income Distribution: An ILO Compendium of Data, pp. 136; 154.

10 World Bank, World Devel opment Report 1998-99 (New Y ork: Oxford University Press, 1999), p. 197.

11U.S. Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 1982.
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TAIWAN:!

MINIMUM WAGE

Following its Labor Standards Law, which covers all salaried employees, Taiwan uses the “basic
wage” as the de facto minimum wage. The Basic Wage Review Committee of the Council of Labor
Affairs (CLA) setsthe “basic wage” level based on severa factors. These factorsinclude the state
of the economy, the wholesale and retail price index, national income and per capitaincome levels,
labor productivity and employment rates, prevailing wages in various industries, and a statistical
survey of household incomeand expenditure. The CLA submitsthe Basic Wage Review Committee's
conclusions to the Executive Yuan for approva and ratification. Usually, the CLA will invite
representatives from both employers and organized labor to discuss the Basic Wage Review
Committee's conclusions before forwarding them to the Executive Y uan.

The Executive Y uan has made no basi ¢ wage adjustment since 1997. Taiwan’ sbasic wageis 15,840
new Taiwan dollars (NT$) per month, or 500 U.S. dollars (US$). Based on the monthly basic wage
rate, the daily basic wageis NT$528 (or US$17), whilethe basic hourly wageis NT$66 (or US$2).
The law limits the workweek to 48 hours (8 hours per day, 6 days per week) and requires 1 day off
in every 7 days.?

PREVAILING OR AVERAGE WAGE

Dueto increasing labor costs, apparel and footwear are no longer major Taiwan exportsto the United
States. Over the past decade, many of Taiwan’s apparel producers and footwear firms have moved
their production lines to mainland China and Southeast Asia. Reflecting this shift to off-island
manufacturing, the number of workers in the apparel and footwear industries has dropped from
272,804 personsin 1990 to 144,000 in 1997.

For apparel and footwear industries, current prevailing monthly wages average NT$22,932 and
NT$26,503, respectively, much lower than general average of NT$33,736 inthe manufacturing sector
as a whole—based on the most recent data published by the Directorate General of Budget,
Accounting and Statistics for August 1999.3

1 Unless noted otherwise, information presented here is from American Institute in Taiwan—Taipei,
unclassified telegram No. 569 (February 25, 1999).

2 U.S. Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 896.

3 Data, which wereoriginally provided by Al T—Taipei in February 1999, have been updated with morerecent
and revised data provided by the U.S. State Department’s Taiwan Coordination Staff and reflect data revisions made
by Taiwan’ s Directorate General of Budget and Statisticsin May 1999. See U.S. Department of State, Bureau of East
Asian and Pacific Affairs, unclassified facsimile (December 1, 1999).
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The table below presentsdatafrom the U.S. Bureau of Labor Statistics on hourly compensation costs
in Taiwan for production workers in the manufacturing sector and the apparel and leather products
industries. They include pay for time worked, paid leave, bonuses, and other benefits paid directly
to the employee, including the cost of social insurance programs.* No datawereavailablefor average
hours worked per week by production workers in all manufacturing or in the apparel or footwear
industries. Current hourly compensation costs, which are reported by the U.S. Bureau of Labor
Statistics in the national currency, were converted to USS$ using the annual average exchange rate
published inthe International Monetary Fund’ sinternational Financial Statistics (March 1999). To
track changes in real compensation (i.e., compensation adjusted for inflation), areal compensation
index was computed by deflating current compensation in the national currency with the annual
average national consumer price index as published in the International Monetary Fund's
International Financial Satistics (March 1999), indexed to 1990 = 100.

Hourly Compensation Costsin All Manufacturing, Apparel, and L eather Products

Yexr All Manufacturing Apparel Leather Products Red Compensation Index (NT$; 1990=100)
(NT9) USSP (NT9) (Us$) (NT$) (USH) Manuf. Appard  Lesther Products
1990 105.68 393 76.42 284 85.74 318 100 100 100
1991 116.66 4.36 81.H4 3.06 91.80 343 107 103 103
1992 128.02 5.09 86.39 343 97.72 388 112 104 105
1993 13827 523 93.96 356 111.26 421 117 110 116
1994 146.79 555 10211 3.86 11843 447 120 115 119
1995 156.83 592 107.60 4.06 12557 474 123 117 122
1996 162.87 593 109.82 4.00 132.37 482 124 116 125
1997 169.48 5.89 na na na na na na na

Note na= not available.
Source: U.S. Department of Labor, Bureau of Labor Satistics, I nter national Comparisons of Hourly Compensation
Costs for Production Workersin Manufacturing, May 1999.

NON-WAGE BENEFITS

Like workersin other industries, workersin the apparel and footwear industry are eligibleto receive
the following government-mandated non-wage benefits:

. Labor Insurance Program: In Taiwan’s Labor Insurance Program, workers pay 20 percent
of the overal premium. Employers and the government pay 70 percent and 10 percent,
respectively. The program provides injury, disability, maternity, unemployment and life
insurance coverage for workers. In addition, the program offers alump-sum payment equal
to 45 months insured wage to the employee upon retirement. At present, the premium is set
at 6.5 percent of an employee' s saary.

. National Health Insurance Program: Taiwaninitiated itsNational Health Insurance Program
(NHIP) inMarch 1995. The NHIP premiumisset at 4.25 percent of an employee’ ssalary for
each family member. The worker’s portion of the above premium is 30 percent. Employers
and the government pay 60 percent and 10 percent, respectively, of the premium for workers.

4 U.S. Bureau of Labor Statistics, International Comparisons of Hourly Compensation Costs for
Production Workers In Manufacturing, 1975-1997 (Washington: U.S. Department of Labor, May 1999).
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The program mainly offers medical care to workers and their family members.

. Labor retirement payments: In addition to the lump-sum payment (maximum of 45 months
insured wage) to the employee upon retirement offered under the labor insurance program,
employersare also required to make alump-sum retirement payment (maximum of 45 months
wage) to an employee upon retirement. This requirement is set out in Taiwan's Labor
Standards Law.

. Tax deductions: Taiwan'sincome tax law allows all wage earnersto declare an individual
deduction on their taxable income. 1n 1999, the individual deduction for each wage earner
was NT$60,000 (or US$1,800).

ASSESSING BASIC NEEDS: THE POVERTY LINE

The poverty lineis set at the level of provinces and municipalities each fiscal year. Thelevel of the
poverty line is based on the minimal living expenses required for each locality. Since November
1997, the formula used for calculating the minimal level of living expenses has been fixed at 60
percent of average per capita expenditure based on the previous year's economic statistics.
According to the Directorate General of Budget, Accounting and Statistics, minimal living expenses
per person in fiscal year 1999 are:

. NT$11,625 per month in Taipei City;

. NT$9,152 per month in Kaohsiung City; and
. NT$7,598 per month in the rest of Taiwan.
MEETING WORKERS NEEDS

Thereislittle conclusive evidence on the extent to which wages and non-wage benefitsin thefootwear
or apparel industriesin Taiwan meet workers' basic needs. Someinformation from U.S. Department
of State or American Institute reports indicates more generaly that the minimum wagein Tawan is
sufficient in cheaper areas, but is less than what is needed to assure a decent standard of living for a
worker and family in metropolitan areas such as Taipei. However, the average manufacturing wage
is more than double the legal minimum wage, and the average for service industry employeesiseven
higher.®> The American Ingtitutein Taiwan reportsthat thereare no studiesin English available on the
issue of the living wage in Taiwan.

5 U.S. Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 896.
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THAILAND:?

MINIMUM WAGE

Minimum wage setting process in Thailand is handled through a National Wage Committee, as
prescribed by the Labor Protection Act B.L. 2541 (1998). The dailly minimum wage is now
determined according to region, not by type of industry. The National Wage Committeeisatripartite
unit, appointed by the cabinet. The Committee consists of the permanent Secretary of Labor and
Social Welfare (chairman), four representatives of the government, five employers’ representatives,
and five employees' representatives. The law requires that in fixing the minimum wage, the Wage
Committee study and consider theimpact of the current minimum wage and other factors. These other
factorsinclude the consumer price index, inflation rate, standard of living, cost of production, prices
of goods, affordability to businesses, quality of work performed by labor, gross domestic products,
and economic and social conditions. Under the 1998 Labor Relations Act, after the National
Committee sets the minimum wage, tripartite provincial committees can review the wage situations
and recommend a higher wage be set for theindividua provinces. The Ministry of Labor and Socia
Welfare relies on the Department of Business Economics, Ministry of Commerce, to calculate all
figures and indexes necessary to eval uate decisions on the minimum wage. Wagesin the apparel and
footwear industries are determined by the minimum wage set for al industries.

The following table presents data.on Thai minimum wagessince 1993. Therates setin 1998 are till
applicable in 1999 as the Wage Committee decided on October 13, 1999 to delay any wage
adjustment until Thailand's economic recovery. In August 1998, the government mandated auniform
workweek of 48 hours, with alimit on overtime of 35 hours per week.

Minimum Wage Ratesin Thailand, 1993-98

[inbaht (B) per day]

1993 194 1995  19% 1997 1998
Effectivedate April 1 Oct 1 Juyl Octl Janl
Bangkok and 6 125 135 145 157 157 162
Provinces*
Ranong, Pang-Nga, 110 118 126 137 137 140
Chonburi, Saraburi,
Nakorn Ratchasma,
and Chiangmai
Theres of 63 102 110 118 128 128 130
provinces

Note * incdluding Samut Prakarn, Nonthaburi, Pathumthani, Nakornpathom,
Samut Sakorn, and Phuket.

PREVAILING OR AVERAGE WAGE

1Unless noted otherwise, information presented here is from American Embassy—Bangkok, unclassified
telegram No. 3594 (March 8, 1999).
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Annua incomesfor workersin the apparel and footwear industriesin 1998 averaged B52,560, about
1,273 U.S. dollars (US$). Trainees may receive wageslower than the minimum wage and long-time
workersfrequently receive higher remuneration. Ministry of Labor and Social Affairsofficials state
that the large number of sub-contractors in apparel and footwear industries do not fall under the
minimumwage system because their work, primarily piecework, ispaid for on alump sum basisand
so does not fall under the legal definition of the minimum wage.

The table below presents available datafrom the International Labor Organization (ILO) on average
monthly earnings (direct wages per worker) in Thailand for total employees in the manufacturing
sector and in the apparel and footwear industries. They include pay for time worked, paid leave,
bonuses, and other benefits paid directly to the employee, but not the cost of socia insurance
programs.? Average hoursworked per week by all employeesin al manufacturing were 48.3 for the
years 1990 through 1997, and average hours worked per week by production workers were 48.3 in
the apparel industry and 49.2 in the footwear industry for the years 1990 through 1994.2 Current
average earnings, which arereported by the L O inthenational currency, wereconvertedto US$using
the annual average exchange rate published in the International Monetary Fund's International
Financial Satistics (March 1999). To track changesin real earnings (i.e., earnings adjusted for
inflation), areal earnings index was computed by deflating current earnings in the national currency
with the annual average national consumer price index as published in the International Monetary
Fund’s International Financial Statistics (March 1999), indexed to 1990 = 100.

Average Monthly Earningsin All Manufacturing, Apparel, and Footwear

Yex All Manufacturing Apparel Footwear Red Earnings Index (B; 1990=100)
(B  (U® (B (US _(B) (USH Mauf. Appad Footwear
1990 3357 134 2,545 101 2,428 97 100 100 100
1991 3,688 145 3,022 119 3,207 126 104 112 124
1992 3,986 157 3,467 137 3230 127 108 124 121
1993 4,138 163 4,031 159 3,628 143 108 139 131
1994 4,229 168 4,152 165 3,662 146 105 137 126
1995 4994 200 4,352 175 4,046 162 118 135 132
1996 5,502 217 na na na na 122 na na
1997 5935 189 na na na na 125 na na

Note na=not available
Source  ILO, Yearbook of Labour Statistics, 1998, p. 917.

NON-WAGE BENEFITS

The government does not specifically mandate non-wage benefits for workers in the apparel and
footwear industries. Workers who join the government's Social Security Fund are entitled to

2 International Labour Organization, Yearbook of Labour Statistics, 1998 (Geneva: International Labour
Office, 1998), p. 805.

3 International Labour Organization, Yearbook of Labour Statistics, 1998 (Geneva: International Labour
Office, 1998), p. 757.
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compensation from the fund in case of injury or sickness, child delivery, disability, death, child
welfare, and old age. There are no tax credits for workers in the apparel or footwear industries,
however, most workers do not need to pay incometax sincetheir net incomeislessthan the minimum
annual income requirement, B100,000 (US$2,421 at the 1998 the exchange rate of US$1 to B41.3).
In general, workers in large plants, especially those located in industrial estates, receive non-wage
benefits such as housing, uniforms, subsidized meals, and a year-end bonus.

ASSESSING BASIC NEEDS: THE POVERTY LINE

A study ontheimpact of the economic crisis on employment, unemployment and real income, by the
National Economic and Social Development Board (NESDB) and the Asian Development Bank
(ADB) in September 1998 set the poverty linein Thailand at an averageincome of B906 (US$22) per
person per month. Thisamount is determined by the cost of abasket of items necessary for aperson
to survivefor onemonth. Thebasket of goodsisweighted 60 percent for food and 40 percent for non-
food items. According to the study, as of the second quarter of 1998, 7.6 million (out of population
of 61.0 million) Thai peoplelive under the poverty line, compared with 6.8 million (out of population
of 59.9 million) in 1996.

A compendium of poverty and income distribution statistics prepared by the International Labor
Organizatior’ reports several measures of a poverty line for Thailand:

1 For 1980/81, 27.3 percent of persons in villages and 13.5 percent of persons in sanitary
districts were below the poverty line (income of B1,981 per capita per year in 1976 prices;
or B3,454 in current prices) and 7.5 percent of persons in municipalities were below the
poverty line (income of B2,961 per capita per year in 1976 prices; or B5,151 in current
prices), with anational poverty rate of 23.0 percent;

for 1988/89, 29.4 percent of personsin villages, 13.2 percent of personsin sanitary districts,
and 6.7 percent of persons in municipalities were below the same respective poverty lines,
with anational poverty rate of 23.7 percent.®

For 1988, 10.4 percent of the Thai population was below the poverty line of US$30.42 per

4 Hamid Tabatabai, Statistics on Poverty and | ncome Distribution: AnLO Compendiumof Data (Geneva:
International Labour Office, 1996), pp. 45-46.

5 The estimates are referenced as originating from Suganya Hutaserani and P. Tapwong, “Urban Poor
Upgrading: Anaysesof Poverty Trend and Profileof the Urban Poor in Thailand,” Background Paper No. 6.2 prepared
for the National Economic and Social Development Board (NESDB) project on hational urban development policy
framework, October 1990. The study uses a standard method to estimate poverty lines, based on vauing at
representative pricesaminimum nutritional diet consisting of foodstypically consumed withinthecountry. Non-food
expenditures are calculated from the ratio of food to total expenditures for the lowest quintile from the 1975/76
Socio-Economic Survey and added to the cost of the minimum food basket to determine the minimum expenditure
reguirement at the poverty line. Inthecurrent Thai economic statistics, urban areas consist only of municipalitiesand
rural areas consist of villages and sanitary districts. See Tabatabai, Satistics on Poverty and Income Distribution:
An [LO Compendium of Data, p. 155.
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capita per month (i.e., US$1 per day) in 1985 purchasing power parity adjusted US$.6

The World Bank reports’ that, in 1992, 13.1 percent of the Thai population was below the country-
specific national poverty line, with 10.2 percent of the urban population and 15.5 percent of therural
populationliving below the poverty line; in 1990, 18.0 percent of the Thai population was below the
country-specific poverty line. The same source also reports that, in 1992, 23.5 percent of the Thai
population was below the internationa poverty line of US$2 per person per day and less than 2.0
percent was below theinternational poverty lineof US$1 per person per day, bothin 1985 purchasing
power parity USS$.

MEETING WORKERS NEEDS

Thereislittle conclusive evidence on the extent to which wages and non-wage benefitsin thefootwear
or apparel industriesin Thailand meet workers' basic needs. SomeinformationfromU.S. Department
of State or U.S. Embassy reports indicates more generally that the minimum wage in Thailand is not
adequate to provide a decent standard of living for a worker and family. With extended family
members financial contributions, the minimum wage provides the basis for a marginally adequate
overall standard of living. Nationwide, however, more than half of the workersreceive lessthan the
minimum wage, especialy in rural provinces. Unskilled migrant workers, aswell asillegal aiens,
often work for wages significantly less than the minimumwage. The minimum wage does not apply
to undocumented hill tribe members, who are likewise not protected by other labor laws.®

Thai laborers employed in the apparel and footwear industries live far above the poverty line
determined by the government. Annual incomes for workers in the apparel and footwear industries
averaged B52,560 (US$1,273), compared with theannual poverty level incomeof B10,872 (US$264).
Nevertheless, income disparitiesin Thailand have sharpened in recent years. Thai per capitaincome
in 1998 isestimated at B79,425 (US$1,923). According to the NESDB and ADB's study, theincome
share of thewealthiest top 20 percent of Thailand increased from 55.3 percent in 1996 to 56.2 percent
in the first two quarters of 1998, while income sharesin al other quintiles decreased.

8 Theestimateisreferenced asoriginating from Shashou Chen, Gaurav Datt, and Martin Ravallion, “ IsPoverty
Increasing inthe Devel oping World?’ Policy Resear ch Wor king Paper WPS 1146 (Washington: World Bank, 1993).
This study uses essentially the same methodol ogy as the World Bank’ sWorld Devel opment Report 1990, but with
updated purchasing power parity rates. See Tabatabai, Satistics on Poverty and Income Distribution: An ILO
Compendium of Data, p. 137.

"World Bank, World Devel opment Report 1998-99 (New Y ork: Oxford University Press, 1999), p. 197.

8 U.S. Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 1080.

11-156



TURKEY*
MINIMUM WAGE

The Labor Ministry is obliged legally to set minimum wages at least every two years through a
Minimum Wage Board, atripartite government-industry-trade union commission. Inrecent years, the
minimum wage has been adjusted annually. The monthly gross minimum wage rates, which became
effective on August 8, 1998, were 47.8 million Turkish lira (TL), approximately 174 U.S. dollars
(US$), for workers older than age 16 and TL40.7 million (about US$148) for workers under age 16.

Minimum wage rates for the first and second halves of 1999 were set on December 29, 1998.2 For
workers over 16, the gross minimum wage was set at TL78.07 million (about US$243) for the first
six months of 1999 and TL93.60 million (about US$291) for the second half of 1999. For workers
under the age of 16, the gross minimum wage was set at TL66.36 million (about US$206) for thefirst
half of 1999 and TL79.56 million (about US$247) for the last half. The labor law set a 45-hour
workweek, although unions have bargained for fewer hours; the law prescribesaweekly rest day and
limits the number of overtime hoursto 3 aday for up to 90 daysin ayear.® Recent trendsin monthly
minimum wage rates since 1993 are given the following table.

Monthly Minimum Wage Rates, 1993-99 (millions of Turkish liras)

Date Workersunder 16 yearsof age  Workers 16 or older
1993-August 112 1.56
1994-September 2.33 2.76
1995-September 7.09 8.46
1996-September 14.40 17.01
1997-August 29.93 35.44
1998-January 37.41 44.30

-August 40.70 47.84
1999-January 66.36 78.07

-July 79.56 93.60

Source: U.S. Department of State, Country Reports on Human Rights Practices,
Turkey, section 6e (Washington: U.S. Government Printing Office, various years).

PREVAILING OR AVERAGE WAGE

1Unless noted otherwise, information presented here is from American Embassy—Ankara, unclassified
telegram No. 2564 (March 19, 1999).

2Reportedly, indevel oping theminimumwageincrease, thewage commissiontook intoaccount theminimum
calorie intake needed for basic health, which the government has set at 3,540 calories per worker per day. The
minimum wage rates were converted to US$ at the January 1999 average market rate of US$1=TL321,910.

3 U.S. Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 1568.
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In Turkey, the apparel industry is considered together with textiles, while the footwear industry is
separate and more closely associated with the leather industry. Accordingly, the wage structuresfor
these industries are determined differently.*

(D) Prevailing Hourly Wage in the Textile and Apparel Industry, 1999 (estimated average)

Prevailing hourly wage (take home pay) TL550 thousand (US$1.71)
Non-wage benefits TL 254 thousand (US$0.79)
Totd TL804 thousand (US$2.50)

Plus 4 bonuses per year, equaling one month’s salary each.

(2 Prevailing Monthly Wage in the L eather Industry, 1999 (estimated average)

Public Sector Wages

Prevailing monthly wage (take home pay) TL147 million (US$457)
Social package TL30 million (US$93)
Tota TL177 million (US$550)
Plus 4 bonuses per year, equaling one month’s salary each.

Private Sector Wages

Prevailing monthly wage (take home pay) TL130 million (US$404)
Non-wage benefits TL40 million (US$124)
Tota TL170 million (US$528)

Plus 4 bonuses per year, equaling one month’s salary each.

The table below presents avail able data from the International Labor Organization (ILO) on average
daily earnings (direct wages per worker) in Turkey for all employeesin the manufacturing sector and
in the appardl industry. They include pay for time worked, paid leave, bonuses, and other benefits
paid directly to the employee, but not the cost of social insurance programs.® Average hoursworked
per week by production workers were 35.0 in manufacturing and 39.1 in the apparel industry for the
years 1990 through 1995.% Current average earnings, which are reported by the ILO in the national
currency, were converted to US$ using the annual average exchangerate published in the I nternational
Monetary Fund’ slnternational Financial Statistics (March 1999). Totrack changesinreal earnings
(i.e., earningsadjusted for inflation), areal earningsindex wascomputed by deflating current earnings
in the national currency with the annual average national consumer price index as published in the

4 The State Institute of Statistics (S| S) issued areport, Employment and Wage Structure, inNovember 1994
which provides survey information on employment and wages by industry and occupation; the next report is not
scheduled until the year 2000. SIS maintains aweb site <http://www.die.gov.tr> with a Turkish and English language
menu which is updated every two months and contains all of its statistical publications on labor statistics, including
wages and wage structures by sectors. The average market exchangerate for January 1999 of US$1=TL 321,910 was
used to convert TL to USS.

5 International Labour Organization, Yearbook of Labour Statistics, 1998 (Geneva: International Labour
Office, 1998), p. 805.

8 International Labour Organization, Yearbook of Labour Statistics, 1998 (Geneva: International Labour
Office, 1998), p. 795.
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International Monetary Fund’ s International Financial Statistics (March 1999), indexed to 1990 =
100.

Average Daily Earningsin All Manufacturing and Apparel

Yex All Manufacturing Apparel Redl Earnings Index (TL; 1990=100)
RIS B U N ) Manuf.  Appard
1990 30,582 11.72 19,001 7.32 100 100
1991 61,620 14.77 39,700 9.52 121 125
1992 88,144 12.83 65,501 9.53 102 122
1993 135,236 1231 103,529 942 A 116
1994 191,119 6.45 164,677 556 65 89
1995 na na na na na na
1996 757277 9.30 660,045 811 75 105
1997 na na na na na na

Note na= not available.
Source  1LO, Yearbook of Labour Statistics, 1998, p. 962.

NON-WAGE BENEFITS

Inboth thetextileand apparel and leather industries, government mandated benefitsincludestatutorily-
required social security premiums. Tax credits are not applicable. Workers covered by the labor
law, who constitute about one-third of the total labor force, also receive a hot meal or daily food
allowance and other fringe benefits that—according to statistics of the Turkish Employers
Association—make basic wages alone account for only about 37.3 percent of total compensation for
the textilesand apparel industry in 1997 and 39.4 percent for theleather industry in 1996 (most recent
statistics available).

The average percentage composition of the total value of the non-wage benefits or social package,
which is usually negotiated through collective agreements, is.
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Non-Wage Benefit Per cent of total package
Statutory socid security premiums 294
Severance pay 18.1
Meds 178
Transportation 109
Forced savings fund 6.2
Hesting pay 5.0
Work dlothing, protective materids 31
Holiday and additiona holiday pay 28
Notification indemnity 16
Family, children and education alowance 13
Hedlth sarvices, day nursery 0.6
Birth, deeth, marriage dlowances 03
Paymentsto private insurance schemes 03
Other 26

A U.S. Social Security Administration survey’ elaborates on four non-wage benefit programs that
employers in Turkey contribute to on behalf of their employees: (1) old age, disability, and death
benefits, begun in 1949, in which the insured person pays 9 percent of their earnings, employers pay
11 percent of the payroll (13 percent for arduous employment), and the government contributes
nothing; (2) sicknessand maternity benefits, begunin 1945, in which theinsured person pays5 percent
of their earnings, employers pay 6 percent of the payroll for sicknessand 1 percent for maternity, and
the government contributes nothing; (3) work injury benefits, begunin 1945, which areentirely funded
by the employer who pays 1.5-7.0 percent of payroll according to risk (the average is 2.5 percent);
and (4) unemployment benefits are compul sory under the labor code and the employer isrequired to
pay adismissal indemnity of 30-days wages per year of service.

ASSESSING BASIC NEEDS: THE POVERTY LINE

Turkey has not established an official poverty line for the nation. According to the Turkish Ingtitute
of Statistics (SIS) and local labor and employers confederations, various institutions (e.g., trade
unions, employers, and academics) have devel oped their own estimates of a poverty line, generally
based on datafrom SIS. These ingtitutions bring their calculations to government wage commission
sessions, where they are factored into minimum wage decisions for the period under consideration.

7 Social Security Administration, Social Security Programs Throughout the World - 1997 (Washington:
U.S. Government Printing Office, August 1997), pp. 359-360.
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Datafrom SIS are also generally used to determine the poverty linein labor contract negotiationsand
closely approximate minimum wage rates plus associated fringe benefits. For example, the Turkish
Labor Confederation has calculated the monthly poverty linefor afamily of four in 1999 asfollows:

Food for basic health and nutrition (1/3 of total expenses): TL88 million
Other expenses (twice food and basic food expenses): TL176 million
Total TL264 million

A compendium of poverty and income distribution statistics prepared by the International Labor
Organizatior? reportsfor 1988 that 14 percent of the rural Turkish popul ation was below the poverty
line.

MEETING WORKERS NEEDS

Thereislittle conclusive evidence on the extent to which wages and non-wage benefitsin thefootwear
or apparel industriesin Turkey meet workers' basic needs. Someinformation from U.S. Department
of State or U.S. Embassy reports indicates more generally that it would be difficult for a single
worker, and impossiblefor afamily, to live on the minimum wage without support from other sources.
Most workers earn considerably more; however, workers covered by the labor law constitute only
about one-third of thetotal labor force.*® The U.S. Embassy did not identify any studies on the living
wagein Turkey.

8 Hamid Tabatabai, Satistics on Poverty and | ncome Distribution: An |LO Compendium of Data (Geneva:
International Labour Office, 1996), p. 70.

% The estimate is referenced as originating from Idriss Jazairy, Mohiuddin Alamgir, and Theresa Panuccio,
The State of World Rural Poverty: AnlInquiryinto Its Causes and Consequences (New Y ork: New Y ork University
Press, 1992). The estimates in the study are based upon internal working documents or working papers of the
International Fund for Agricultural Development (IFAD) and are usually provisional and rounded to the nearest
multiple of 5. In many cases, the estimates do not appear to based on household survey data, but wereincluded inthe
ILO compendium since they relate to countries for which there were no other available estimates. See Tabatabai,
Satistics on Poverty and Income Distribution: An ILO Compendium of Data, p. 138.

10U.S. Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 1568.
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UNITED ARAB EMIRATES
MINIMUM WAGE

Thereis no legidatively or administratively set minimum wage in the United Arab Emirates (UAE).
Wages are determined by the free market, based on supply and demand. However, the Ministry of
Labor and Social Affairsreviewsall labor contractsand does not approve any contract that stipul ates
aclearly unreasonable wage. Contractsare reviewed by the Ministry of Labor and Social Affairsto
ensurethat they meet an unwritten and unofficial minimum standard of 500-600 Emirian dirhams(Dh),
or approximately 136-163 U.S. dollars (US$), per month, exclusive of employer-provided benefits.
The standard workday is 8 hours, six-days per week.?

Accordingto officialsof theMinistry of Labor and Social Affairs, virtually theentire UAE textileand
apparel labor forceiscomprised of expatriateworkers, mostly Indians, Bangladeshis, Pakistanis, and
Sri Lankans.

PREVAILING OR AVERAGE WAGE

Textile and apparel workers with greater skills and/or in more senior positions will earn a higher
wage—well in excess of the minimum—than unskilled workers.

No datawere availablefor the United Arab Emirates from the Internationa L abor Organization (ILO)
on average wages or hours worked in the manufacturing sector or in the apparel or footwear
industries.

NON-WAGE BENEFITS

As part of their contract, workers in the textile and apparel sector are provided by their employers
with housing, food, and medical care—in addition to their base salaries. Workers at apparel plants
inurban areas are generally assigned apartments, while those who work at factoriesin the desert are
provided with dormitory style accommodations.

ASSESSING BASIC NEEDS: THE POVERTY LINE
There is no government-determined poverty line. The UAE isawedthy country; per capitaincome

is roughly US$16,000 per year. The government has in place an extensive system (for example,
federal government hiring preferences, housing loans, wedding grants, and devel opment projects) for

1 Unless noted otherwise, information presented hereisfrom American Embassy—Abu Dhabi, unclassified
telegram No. 1308 (March 1, 1999).

2 U.S. Department of State, Country Reports on Human Rights Practices for 1998 (Washington: U.S.
Government Printing Office, April 1999), p. 1829.
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re-distributing wealth to the lessweal thy northern emirates—Ajman, Fujeirah, Umm a Qaiwain, Ras
al Khaimah—which havelittlein theway of oil or gasresources. The government has announced the
establishment of an ambitious federally-run program which will provide pensions and death and
disability benefits for UAE nationals. In short, poverty is not an issue for the UAE’s estimated
500,000 citizens. These benefits, however, are available to UAE citizens only. UAE nationals
comprise roughly 80 percent of the total population, and about 90 percent of the labor force.

MEETING WORKERS NEEDS

Thereislittle conclusive evidence on the extent to which wages and non-wage benefitsin thefootwear
or apparel industries in the UAE meet workers' basic needs. The U.S. Embassy reports that the
Ministry of Labor and Social Affairsclaimstheir review of worker contracts determinesthat the base
salary is greater than the minimum Dh500-600 per month (plus housing, food, and medical), thus
ensuring that foreign textile and apparel workers earn aliving wage and are able to meet their basic
needs. The U.S. Embassy was not aware of any studies available on the issue of the living wage in
the UAE.
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UNITED KINGDOM:
MINIMUM WAGE

A national minimum wage was introduced for the first time in the United Kingdom (UK) on April 1,
1999. Up until 1993, minimum wages were set by 26 wages councils, affecting some 2.5 million
workers. The main councils covered retailing, catering, clothing manufacture, and hairdressing.
During this period, 118,000 employees in clothing manufacture were covered and had a minimum
wage of 2.72 British pounds sterling (£) per hour—about 4.39 U.S. dollars (US$).

Asof April 1, 1999, the hourly rate for employees aged 22 or over was £3.60 (US$5.81) and £3.00
(US$4.85) for thoseaged 18-21. Thereisno statutory rate for employeesunder the age of 18, but jobs
for this age group do not exist in the textile (apparel) sector. The national minimum wage will be
reviewed within two years of itsintroduction; at that point, its future level will be assessed.

Anaysisprovided in the New Earning Survey (NES)—a one percent sample of employeesin the UK
conducted by the Office for National Statistics (ONS)—shows that, in April 1998, 13 percent of
employees in textile and textile product manufacturing were paid less than the initial rates for the
minimumwage (deflated to 1998 prices). However, the NES tends to overstate earnings because of
afailure to fully sample employees under the “pay-as-you-earn” tax threshold. The ONS also uses
adtrict definition of what firms are involved in textile manufacturing; caution should be taken when
transferring these results to the industry as a whole. Thus, the ONS reports that employer survey
estimates as of November 1998 show that only around 130,000 employees work in textile
manufacturing.

PREVAILING OR AVERAGE WAGE
Figures provided by the British Footwear Association and British Clothing Industry Association

revea the following weekly wages, based on an adult 18 years or older working 39 hours a week
(USS figures are based on an exchange rate of £1 to US$1.62):

Footwear Apparel

1995 - £109.71 (US$177.18) 1995 - figuresunavailable

1996 - £11500 (US$185.73) 1996 - £11800 (US$190. 57)

1997 - £120.00 (US$193.80) 1997 - £12330 (US$199.13)

1998 - £12360 (US$199.61) 1998 - £130.00 (US$209.95)--from January 1, 1999
1999 - £14040 (US$226.75)-- from April 1, 1999 1999 - £14040 (US$226.75)--from April 1, 1999

The table below presents available datafrom the International Labor Organization (ILO) on average

1 Unless noted otherwise, information presented here is from American Embassy—L ondon, unclassified
telegram No. 2225 (March 13, 1999).
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hourly earnings (direct wages per worker) inthe Great Britair? for all employeesin the manufacturing
sector and in the apparel and leather footwear industries. They include pay for time worked, paid
leave, bonuses, and other benefits paid directly to the employee, but not the cost of social insurance
programs.® Average hours worked per week by all employeeswere 41.8 in manufacturing, 39.3in
apparel, and 41.4 in footwear and leather goods for the years 1990 through 1997.# Current average
earnings, which are reported by the ILO in the national currency, were converted to US$ using the
annua average exchangerate published in thelnternational Monetary Fund’ sinter national Financial
Satistics(March 1999). Totrack changesinreal earnings(i.e., earningsadjusted for inflation), areal
earnings index was computed by deflating current earnings in the national currency with the annud
average national consumer price index as published in the International Monetary Fund's
International Financial Statistics (March 1999), indexed to 1990 = 100.

Average Hourly Earningsin All Manufacturing, Apparel, and Footwear

Yexr All Manufacturing Apparel Footwear Red Earnings Index (£; 1990=100)
(6] Uy (B Ush @B UsH Manuf.  Apparel  Footwear
1990 6.05 10.79 384 68 452 806 100 100 100
1991 6.68 1181 415 733 477 843 104 102 100
1992 7.09 1252 441 779 507 895 107 105 102
1993 7.45 11.19 464 697 566 850 110 108 112
1994 755 1157 475 728 564 864 109 108 109
1995 7.85 12.39 498 78 633 9.99 110 110 118
1996 822 12.83 526 821 625 9.75 112 113 114
1997 853 13.97 542 883 6.02 9.86 112 113 107

Source: 1L O, Yearbook of Labour Statistics, 1998, p. 964.

NON-WAGE BENEFITS

There are no government-mandated, non-wage benefits or tax credits for workersin the apparel and
footwear industries.

A U.S. Socia Security Administration survey® elaborates on four non-wage benefits programs that
employers in the UK participate in on behalf of their employees: (1) the Basic State Retirement
Pension program, begun in 1908 and now a compulsory dua social insurance and socia assistance
systemfor old age, disability, and death benefits, in which employees contribute 2 percent of thefirst
£62 plus 10 percent of wages £62-465 and employers contribute 3-10 percent of employee wages

2 That is, England, Wales, and Scotland, but excluding Northern Ireland.

3 International Labour Organization, Yearbook of Labour Statistics, 1998 (Geneva: International Labour
Office, 1998), p. 805.

4 International Labour Organization, Yearbook of Labour Statistics, 1998 (Geneva: International Labour
Office, 1998), p. 796.

5 Social Security Administration, Social Security Programs Throughout the World - 1997 (Washington:
U.S. Government Printing Office, August 1997), pp. 368-372.
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according to wage bracket (15 percent of these contributions are allocated to the National Health
Serviceto cover medical care costs); (2) sicknessand maternity benefits, begunin 1911 and now part
of the National Health Service, have the same source of funds asfor pensions except employers also
pay the full cost of statutory sickness pay and 8 percent of the statutory maternity pay with the
government paying the balance; (3) work injury benefits, begunin 1897, have the same source of funds
as for pensions; (4) unemployment insurance, begun in 1911, has the source of fundsis same as for
pensions; and (5) family allowances program, begunin 1945, isauniversal system and thegovernment
pays the entire cost; family credit, a social assistance program, isincome-tested benefit.

ASSESSING BASIC NEEDS: THE POVERTY LINE

No formal definition of the poverty line exists in the UK. For example, in an answer to a written
guestion in 1994, Social Security Minister Alistair Burt stated: “No government in the United
Kingdom have [sic] ever accepted that it is possible to identify a single ssmple measure to define
poverty in any meaningful way.” More recently, government statisticians commented: “One of the
problems of measuring poverty isthat it hasno agreed definition and therefore thereislittle consensus
on how the concept should be trandated into a statistical measure.” And, “ There are many ways of
drawing poverty lines and many different interpretations of exactly what poverty is.”®

However, the Department for Social Security (DSS) has, sincethe mid-1970s, published statisticson
the number of people with relatively low incomesin apublication titled Househol ds Below Average
Income (HBAI). This has been done without specifying what constitutes poverty. In broad terms,
HBAI ranks individuals by their net (after income tax, national insurance, and occupational pension
contributions) per-adult-equivalent household income measured either before or after housing costs.
For example, in 1979, 5.0 million (9 percent of the UK population) was below the poverty line of 50
percent of mean net per-adult-equivalent income (after housing costs). 1n 1995-97, 14.1 million (24
percent of the UK population) was below the same poverty line. However, if the 1979 poverty line
were adjusted for inflation, then only 5.3 million (9 percent of the UK population) would be below
this poverty linein 1995-97. This illustrates the problems encountered in using a relative poverty
measure to monitor changes in poverty over time.”

A compendium of poverty and income distribution statistics prepared by the International Labor
Organizatior? reports for 1988 that 18.7 percent of the UK’ s population was below the poverty line

6 Robert Twigger, Poverty and the Distribution of Income and Wealth in the UK (London: House of
Commons Library, Economic Policy and Statistics Section, January 12, 1999), p. 2.

 Robert Twigger, Poverty and the Distribution of Income and Wealth in the UK (London: House of
Commons Library, Economic Policy and Statistics Section, January 12, 1999), p. 3.

8 Hamid Tabatabai, Statistics on Poverty and | ncome Distribution: An1LO Compendiumof Data (Geneva:
International Labour Office, 1996), p. 76.
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of 50 percent of national mean equivalent expenditure.® A morerecent study, using adightly different
definition, reported for 1979 that 9.2 percent and for 1991 that 14.6 percent of the UK’ s population
was below the poverty line of 50 percent of median disposable income.*®

MEETING WORKERS NEEDS

Thereislittle conclusive evidence on the extent to which wages and non-wage benefitsin thefootwear
or apparel industriesinthe United Kingdon meet workers' basic needs. TheU.S. Embassy relatesthat
the first report of the Low Pay Commission, which recommended the establishment of the minimum
wage, noted many studies relating to the minimum wage in general and concepts related to a living
Wage.“

9 The estimate is referenced as originating from Eurostat, Poverty Statisticsin the Late 1980s: Research
Based on Micro-Data (L uxembourg: Office for Official Publications of the European Communities, 1994), p. 414.
The study was conducted for Eurostat by Aldi J.M. Hagenaars, KlassdeVos, and M. Asghar Zaidi and wasbased onthe
Survey of Family Consumption (ISTAT). The study uses household expenditure per adult equivalent (OECD
equivalence scales) with the poverty line set at 50 percent of the mean of thisvariable. Equivalence scaleswere used
to compensate for differences dueto family size. See Tabatabai, Statistics on Poverty and Income Distribution: An
ILO Compendium of Data, p. 137.

10 Timothy M. Smeeding, Financial Poverty in Developed Countries: The EvidencefromLIS, Final Report
to the UNDP, Working Paper No. 155, Maxwell School of Citizenship and Public Affairs, Syracuse, NY (April 1997),
Appendix Table A-4.

1A copy of the whole report can be located on the Internet at <http://www.lowpay.gov.uk>.
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UNITED STATES

MINIMUM WAGE

Thefirst minimum wage legidation in the United States was implemented by the state of Massachusetts
in1912.! By 1923, 17 statesand other jurisdictions had adopted minimum wagelegidation.? For the most
part, early state minimum wage legidation was limited to women and children working in particularly
vulnerable occupations.

In 1937, the Supreme Court upheld the congtitutionaity of state minimumwagelaws, reversngits decison
made in 1923 which had essentidly halted the movement toward more extengve state minimum wage
legidation. In 1938, the U.S. Congress enacted the Fair Labor Standards Act (FLSA) which set afloor
for wages for men and women. Asaresult, there was increased atention in the states for minimum wage
legidation, with earlier laws amended and others reenacted or crested. The mgjor innovationsintroduced
by the gates in the 1950's included hourly statutory minimum rates and the gpplication of the lawsto men.

The Fair Labor Standards Act of 1938 contained provisons and standards concerning minimum wage
rates, overtime pay, and record keeping requirements aswell asrestrictionson child labor. The 1938 Act
applied to employees engaged in interstate commerce or in the production of goods for interstate
commerce. The 1961 Amendments extended coverage primarily to employeesin large retail and service
enterprises as well as to local trangit, construction, and gasoline service station employees. The 1966
Amendmentsextended coverageto state and local government employeesof hospitals, nursing homes, and
schools, and to employees of laundries, dry cleaners, large hotels and motels, restaurants, and farms.
Subsequent amendments extended coverageto federd, state, and local government employeesand certain
workers in retail and service trades previoudy exempted, and to certain domestic workers in private
household employment.

lus Department of Labor, Growth of Labor Law inthe United States (Washington: U.S. Government Printing Office,
1967), p. 69.

2 In chronol ogical order, major enactments of minimum wage legislation by states and other jurisdictions were: 1912:
Massachusetts; 1913: California, Colorado, Minnesota, Nebraska (repealed in 1919), Oregon, Utah, Washington, and
Wisconsin; 1915: Arkansas and Kansas; 1917: Arizona; 1918: District of Columbia (held unconstitutional by the U.S.
Supreme Court in 1923); 1919: North Dakota, Puerto Rico, and Texas(repealedin 1921); and 1923: South Dakota. SeeU.S.
Department of Labor, Growth of Labor Law in the United States (Washington: U.S. Government Printing Office, 1967),
pp. 93-94.

3 TheAct requires overtime pay at time and one-half the regular rate of pay after 40 hoursin aworkweek.
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According to arecent report by the U.S. Department of Labor,* in 1996, the provisions of the Fair Labor
Standards Act that require workersto receive no less than the minimum wage gpplied to 79.4 million wage
and salary workers (64.9 percent of the tota in the United States). The remaining 42.9 million workers
ether were not subject to these provisons(mostly retail trade and serviceworkersnot engaged ininterstate
commerce and/or in businesses with less than US$500,000 in annua gross receipts) or were exempt from
the minimum wage (and overtime) provisons (dmost three-fourths of those exempt were executive,
adminigrative, and professona employees excluded under Section 13(a) of the Act). Industrieswith over
80 percent minimum wage coverage included congruction, mining, and manufacturing; those below 50
percent coverage included agriculture and services.

Minimum wage law in the United States can be characterized as being a combination of state and federa
law. Eleven dates and jurisdictions have minimum wagesthet are set higher than the federal minimumwage
(Alaska, Cdifornia, Connecticut, Delaware, the Didrict of Columbia, Hawali, Massachusetts, Oregon,
Rhode Idand, Vermont, and Washington), 27 have rates equa to the federa rate, 9 have set rates below
the federd rate, and 7 have no state minimum wage (see table of state hourly minimum wage rates & the
end of thissection). Wherethe state minimum wagerateis higher than the federd rate, the higher sandard
applies. Workersnot covered by the FLSA are subject to state minimum wage lawsif applicable. Voters
in Washington State approved a balot measurein 1998 that will adjust minimum wage rates for inflation,
garting in January 2001, this provison marksthe first indance in the United States where state minimum
wage rates will be automaticaly adjusted for inflation.®

The federd minimum wagerate wasraised its current level of US$5.15 on September 1, 1997. Under the
current federd law, there are provisonsfor asubminimum wage of US$4.25 an hour for employees under
20 yearsof ageduring thefirst 90 consecutive calendar days of employment with an employer. Thefedera
minmum wage is st legidatively by the U.S. Congress and revisaed irregularly, frequently resulting in the
erosion of its red purchasing power. The table below presents the current dollar and real vaue of the
federd minimum wage since 1980.

4SeeU.S. Department of Labor, MinimumWage and Overtime HoursUnder the Fair Labor Standards Act, 1998 Report
to Congress required by Section 4(d)(1) of the Fair Labor Standards Act (Washington: U.S. Department of Labor,
Employment Standards Administration, Wage and Hour Division, June 1998), pp. 21-28; 129-137.

® Richard Nelson, “ State L abor Legisation Enacted in 1998, Monthly Labor Review, Vol. 122, No. 1 (January 1999), p.
3.
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Nominal and Real Federal Hourly Minimum Wage Rates, 1980-99

Year Current Value of CPI-U Real Minimum
Minum Wage 1990=100 Wage (1990 US$)
1980 3.10 63.0 4,92
1981 3.35 69.5 4.82
1982 3.35 73.8 4.54
1983 3.35 76.2 4.40
1984 3.35 79.5 4.21
1985 3.35 82.3 4.07
1986 3.35 83.9 3.99
1987 3.35 86.9 3.86
1988 3.35 90.5 3.70
1989 3.35 94.9 3.53
1990 3.802 100.0 3.80
1991 4.25 104.2 4.08
1992 4.25 107.3 3.96
1993 4.25 110.6 3.84
1994 4.25 113.4 3.75
1995 4.25 116.6 3.64
1996 4.382 120.0 3.65
1997 4.882 122.8 3.97
1998 5.15 124.7 4.13
1999 5.15 126.5° 4.07

Note 2= weighted average due to mid-year change in the minimum wage rate.

b = based on 6-month average. CPI-U (1990=100) is the consumer price index for
all urban consumers (1982-84=100), rebased to 1990 equal 100.

Source: U.S. Department of Labor.

A recent study by the Economic Policy Indtitute® found that 11.8 million workers (10.1 percent of the
workforce) would receive an increase in thair hourly wage rate if the federal minimum wage were raised
from its current level of US$5.15 per hour to US$6.15. Workersdirectly affected by such anincreasein
the minimum wage (i.e., workerswhose earnings are between their state’ s current minimum and US$6.15)
would be mostly female (59.2 percent) and adults age 20 or older (72 percent) who work 35 or more
hours aweek (48.2 percent) in nonunion jobs (95.6 percent) in retail trade (43.7 percent). In an earlier
study,’ the Economic Policy Ingtitute found that 9.9 million workers (8.9 percent of the workforce) would
benfit from an increase in the federd hourly minimum wage from US$4.25 to US$5.15 over the period
October 1995-September 1996 (the phase-in period of the last increase); the demographic effects of the
increase were Smilar to those found in the more recent study.

6 See Jared Bernstein, “The Next Step: The New Minimum Wage Proposal and the Old Opposition,” EPI Issue Brief,
Number 130 (Washington: Economic Policy Institute, April 27, 1999), p. 1.

7 See Jared Bernstein, “America’s Well-Targeted Raise: Data Show Benefits of Minimum Wage Increase Going to
Workers Who Need It Most,” EPI Issue Brief, Number 118 (Washington: Economic Policy I nstitute, September 2, 1997),

p. 1.
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Regarding the appard industry, three states (California, New Jersey, and New York) have legidation
providing for civil pendtiesin the event of labor law violations.

The Commonwedth of the Northern Mariana Idands (CNMI) isa U.S. territory which has control of its
own immigration and minimumwage palicies® The minimum wage under CNMI law is currently US$3.05
anhour. AccordingtotheU.S. Department of Commerce, the CNMI annudly shipsabout abillion dollars
worthof appard to the United States duty- and quota-freewhich may bear a“Madein USA” label. About
91 percent of dl private sector jobsin the CNMI are held by temporary dien workers (mainly from China,
the Philippines, Bangladesh, and Sri Lanka). Approximately 15,000 aien workers (about afourth of the
idands tota population) are employed in the idands 31 garment factories, which are dmost entirely
dependent on dien workers and where there have been frequent alegations of sweatshop working
conditions and sub-standard housing. Alien workersin the CNMI, who usudly must pay substantial fees
to middlemen to secureajob inthe CNMI, areindentured because they arein theterritory soldly by virtue
of their employment contract with a specific employer who isin control of the duration of the stay of the
aien worker. Generdly when an dien worker’s contract is terminated, the employee must leave the
CNMI. Loca employersareforbidden by CNMI law from paying aien workers more than that stipulated
inther origind contract, whichisusudly, or very closeto, the CNMI minimumwage. Theprevailingwage
for production workers in the CNMI apparel industry is closeto theidands minimum wage of US$3.05
an hour since the industry’s production lines are staffed dmogt entirely by an unlimited supply of dien
contract workers. The Adminigtration supports U.S. legidation which would ultimately apply federa
immigration and minimum wage lawsto theidands

8 This paragraph is based on information from U.S. Department of Interior, “Federal-CNMI Initiative on Labor,
Immigration, and Law Enforcement in the Commonwealth of the Northern Marianalslands: Fourth Annual Report 1998,”
Office of Insular Affairs, Washington, December 30, 1998.
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Hourly Minimum Wage Ratesfor Statesand Other Jurisdictions of the United States

Current Federal Rate Established by the Federal Fair L abor Standards Act : US$5.15

States and Jurisdictions with Rate Above the Federal Rate:

Alaska US$5.65 [set at 50¢ above the federal rate]

Cdlifornia 5.75

Connecticut 5.65 [if fed rate$state rate, set at 1.005 times the federal rate; US$6.15 beginning 01/01/00]
Delaware 5.65 [US$6.15 beginning 10/1/00]

District of Columbia 6.15 [set at US$1.00 above the federal rate]

Hawaii 5.25 [employee with guaranteed compensation of US$1,200 amonth is exempt]
Massachusetts 5.25  [US$6.00 beginning 01/01/00; US$6.75 beginning 01/01/01]

Oregon 6.50

Rhode Island 5.65

Vermont 5.25 [US$5.75 beginning 10/01/99]

Washington 5.70 [US$6.50 beginning 01/01/00; indexed rate beginning 01/01/01]

States and Jurisdictions with Rate Equal to the Federal Rate:

Arkansas Nebraska

Colorado Nevada

Guam New Hampshire

Idaho New Jersey

Illinois North Carolina

Indiana North Dakota

lowa Oklahoma [Us$2.00 less than 10 employees or annual gross sales under US$100,000]
Kentucky Pennsylvania
Maine South Dakota

Maryland Utah

Michigan Virginia

Minnesota [US$4.90 annual receipts less than US$500,000] West Virginia

Missouri Wisconsin

Montana [US$4.00 gross annual sales less than US$110,000]

States and Jurisdictions with Rate Below the Federal Rate:

Georgia US$3.25

Kansas 2.65

New Mexico 4.25

New York 4.25

Ohio 4.25 [US$2.80 annual sales under US$150,000; US$3.35 annual sales of US$150,000 to US$500,000]

Puerto Rico 3.61-5.15 [at least 70 percent of the higher of federal or mandatory-decree rate; exemption may be granted]
Texas 3.35

Virgin Islands 4.65 [US$4.30 annual receipts under US$150,000]

Wyoming 1.60

States and Jurisdictions with No Minimum Wage L aw:

Alabama Mississippi
Arizona South Carolina
Florida Tennessee
Louisiana

Source: U.S. Department of Labor web site: <http://www.dol.gov/dol/esa/public/minwage/america.htm>, extracted October 8, 1999.

1-173



PREVAILING OR AVERAGE WAGE

The table below presents establishment datafrom the U.S. Bureau of Labor Statistics on nomind and redl
(adjusted for inflation) average hourly earnings (gross hourly earnings or pay for time worked) of
production workers in manufacturing (SIC 20-39); appard and other textile products (SIC 23);
footwear—except rubber (SIC 314); and rubber and plastics footwear (SIC 302), for the period 1990
1998. The average weekly hours for production workers over this period were 41.4 in manufacturing,
37.1inapparel, 37.0 in nonrubber footwear, and 41.2 in rubber footwear.

Average Hourly Earningsof Production Workersin All Manufacturing, Apparel, and Footwear | ndustries, 1990-98

------- Nominal Wages (current US$)-------- ----------Real Wages (1990 US$)------------

Manufac- Leather Rubber Manufac- Leather Rubber
Year turing Apparel Footwear Footwear turing Apparel Footwear Footwear
1990 10.83 6.57 6.61 6.66 10.83 6.57 6.61 6.66
1991 11.18 6.77 6.80 6.87 10.73 6.50 6.53 6.59
1992 11.46 6.95 7.02 7.21 10.68 6.47 6.54 6.72
1993 11.74 7.09 7.20 7.59 10.62 6.41 6.51 6.87
1994 12.07 7.34 7.48 7.81 10.64 6.47 6.60 6.89
1995 12.37 7.64 7.67 8.44 10.61 6.55 6.58 7.24
1996 12.77 7.96 8.09 9.13 10.64 6.63 6.74 7.61
1997 13.17 8.25 8.49 9.71 10.72 6.72 6.91 7.91
1998 13.49 8.52 8.93 10.06 10.82 6.83 7.16 8.07

Note Current dollar earnings are converted to 1990 dollars using the consumer price index for all urban consumers
(CPI-U), rebased to 1990=100.

Source: U.S. Bureau of Labor Statistics; national employment, hours, and earnings; nonfarm payroll statistics from
the National Current Employment Statistics (establishment based).

NON-WAGE BENEFITS

U.S. employers must enrall their employees in the following four non-wage benefit programs. (1) socia
security insurance, begun in 1935, provides old age, disability, and death (survivor) benefits, covered
employees contribute 6.2 percent of earnings and employers contribute 6.2 percent of payroll; (2)
medicare, which wasfirgt enacted in 1965 as health insurance for the aged and then was expanded in 1972
to include hedlth insurancefor the disabled, isfunded in equa amounts (1.45 percent of pay) by employees
and employerswhilethegovernment coversthecost of hospitalization for certain non-insured aged persons,
(3) work injury or workers' compensation, begun at thefederd leve in 1908 covering federd employees,
isacompulsory insurance programin al but three states, whereit isvoluntary; the employer paysdl costs
based onrisk leve (average cost is 2.05 percent of payroll), except in afew states where empl oyees pay
anomina amount; and (4) unemployment insurance, initiated in 1935, is a compulsory joint federd-state
program that is funded entirdly by employers with a contribution of 0.8 percent of taxable payrall to the
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federal program and a contribution ranging from 0-10 percent of taxable payroll to the state program.®

To gauge the vaue of benefits provided to production workers in the manufacturing sector, hourly
compensation can be examined in terms of itscomponents: hourly direct pay and employer socia insurance
expenditures and other [abor taxes. Hourly direct pay includes dl payments made directly to the worker,
before payrall deductions of any kind, and conssts of pay for time worked (hourly earnings, i.e., basic
straight-time and piece rates plus overtime premiums, shift differentials, other premiums and bonuses paid
regularly each pay period, and cost-of-living adjustments) and other direct pay (pay for time not worked
such as vacations, holidays, and other leave except sick leave; seasona or irregular bonuses and other
specid payments, selected socid alowances, and the cost of payments in kind). Social insurance
expenditures and other labor taxes include employer expendituresfor legdly required insurance programs
(socid security, medicare, and workers compensation) and contractual and private benefit plans
(retirement and disability pensons, hedlth insurance, income guarantee insurance and sick leave, life and
accident insurance, occupationd injury and illness compensation, unemployment insurance, and family
alowances).

Based on data fromthe Bureau of Labor Statistics,'° total hourly compensation for production workersin
U.S. manufacturing in 1997 was US$18.24, consisting of US$14.34 (or 78.6 percent) hourly direct pay
and US$3.90 (21.4 percent) employer socia insurance expenditures and other |abor taxes. Hourly direct
pay included US$13.17 pay for timeworked and US$1.17 other direct pay for timenot worked (vacations
and holidays). Hourly compensation costs reflect the cost to the employer of employing aworker; some
non-wage benefits provided by employers are deferred benefits to workers and do not immediately
augment a worker’s overdl income. From the worker’s standpoint, hourly direct pay does not reflect
required deductions for state and federd income taxes and employee contributions for socia security and
medicare or voluntary deductions for hedlth insurance, savings and retirement plans, union dues, or other
payroll deductions. Clearly, compensation costs vary by industry, occupationa group, region,
establishment sze, and worker characteristics (bargaining status and full-/part-time status).

Other andyses of totd compensation in the United States find that the costs and variety of employee
benefitshave expanded cons derably and the proportion of employer compensation costshasshifted dightly
away from wages and towards hedlth and life insurance, retirement plans, and legdly required benefits.

9social Security Administration, Social Security Programs Throughout theWorld-1997 (Washington: U.S. Government
Printing Office, August, 1997), pp. 373-376.

10 Hourly Compensation Costs for Production Workers in Manufacturing, 29 Countries or Areas, 40 Manufacturing
Industries, 1975 and 1986-97,” unpublished data, prepared by the Office of Productivity and Technology, Bureau of
Labor Statistics, U.S. Department of Labor, Washington, DC, May 24, 1999.

. see William J. Wiatrowski, “ Tracki ng Changesin Benefit Costs,” Compensation and Working Conditions on Line,

vol. 4, no. 1(Spring 1999), <http://stats.bls.gov/opub/cwc/cwechome.htm>. Seeal so, Bureau of Labor Statistics, Employer
Costsfor Employee Compensation, 1986-98, Bulletin 2508 (Washington: U.S. Department of Labor, December 1998).
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Specificdly, trendsin U.S. employee compensation over the period 1966-98 include adeclinein the share
of compensation accounted for by cash payments—primarily in straight-time and overtime pay—to
workers (about 10 percent), relatively stable compensation sharesfor retirement plans, larger increasesin
the share of compensation accounted for by hedlth care and disability benefits, and anincreasing share of
compensation accounted for by legdly required benefits (socia security and medicare, unemployment
insurance and workers compensation) with increases in socia security costs accounting for most of the
increase. Thefollowing table presents the percentage of total employer compensation costs by the mgor
components of compensation for production and related (blue collar) workers in private manufacturing
establishmentsin 1966 and 1998:

Compensation Item 1966 1998
Total Compensation 1000 100.0
Wages and salaries 7.7 66.2
Benefits 225 338
Paid leave 58 6.7
Supplemental pay 53 52
Insurance 28 8.6
Retirement 26 34
Legaly required 58 9.6
Other 0.2 04

Other mgjor federd or state benefit programsin the form of cash transfers, non-cash transfers, or income
tax reductions which are availableto workers subject to an incometes, include Temporary Assistancefor
Needy Families (TANF),*2 Food Stamps, and the Earned Income Tax Credit (EITC). Participation of
digible low-income families in the EITC is subgtantidly higher than in the TANF and Food Stamps
programs.

Only familiesthat work are digiblefor the EITC and theamount of the credit depends on the family’ slabor
market earnings.®® 1N 1998, for every dollar alow-incomeworker earned up to an established limit brought
as much as 40 centsin added compensation in the form of an income tax credit. The amount of the credit
rises with earnings up to amaximum credit of US$2,271 for a family with one child and US$3,756 for a
family with two or more children. The credit isflat for arange of earnings and then is phased out. About
80 percent of EITC payments offset individua income, socia security, and other federa taxes borne by
families recaiving the credit.

12 prior to TANF, the cash assistance program to familieswas called Aid to Dependent Children (1936-1962) and Aid to
Families with Dependent Children (1962-1996). Under the welfare reform law, the Personal Responsibility and Work
Opportunity Reconciliation Act of 1996 (PRWORA), the program became TANF. For moreinformation on thisand other
support programs, see the web site of the Department of Health and Human Services' Administration for Children and
Families: <http://www.acf.dhhs.gov/programs/opa/facts/majorpr.htm>.

18 Theinformation presented in this paragraph and the next are based on results presented in The Council of Economic
Advisers,Good Newsfor Low Income Families: Expansionsin the Earned Income Tax Credit and the Minimum Wage
(Washington: Council of Economic Advisers, December 1998). This report is available on the Council of Economic
Advisers web site: <http://www1.whitehouse.gov/WH/EOP/CEA/html/whitepapers.html>.
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A study by the Council of Economic Advisers found that the EITC has been one of the most successful
programs for fighting poverty and encouraging work. According to the Council’s study, the EITC was
respongblein 1997 for lifting more than 4 million persons out of poverty, reducing the number of children
living in poverty by 2.2 million, and helping to increase single mothers' labor force participation. The
Council found that the combined effects of the minimum wage and the EITC have dramaticaly increased
the returns to work for families with children: between 1993 and

1997, families with one child and one income earner who worked full-time at the minimum weage (i.e,
US$4.72in 1993 and US$5.15in 1997, in 1997 dollars) experienced a 14 percent (US$1,402) increase
in their income, &fter inflation, due to the two poalicies, families in Smilar economic conditions with two
children redlized a 27 percent (US$2,761) increase in their income.

ASSESSING BASIC NEEDS: THE POVERTY LINE

The officid measure of poverty inthe United Stateswas devel oped in the early 1960sby Mallie Orshansky
of the Socid Security Administration.’* The origind measure provided a range of income cutoffs
(thresholds) which were adjusted for family size, sex of family head, number of children under the age of
18, and farm/non-farm residence. The foundation of the poverty definition was the Department of
Agriculture' s economy food plan (i.e, the least codtly of four nutritiondly adequate food plans designed
by the Department). Poverty thresholds for families of three or more persons were st at three times the
cost of the economy food plan, based on the findings of a1955 Department of Agriculture household food
consumption survey that families of three or more persons spent approximately one-third of their after-tax
money income on food.”® In 1969, this poverty measure, with some dight modifications,*® became the
officid definition of poverty for satistical use by U.S. government agencies’” Three modificationsin the

14 see U.S. Census Bureau, “Definition of Income and Poverty Terms—Poverty Definition,” on the web site:
<http://www.census.gov/hhes/income/defs/poverty.html>. See also, Joseph Dalaker and Mary Naifeh, Poverty in the
United States: 1997, U.S. Bureau of the Census, Current Population Reports, Series P60-201 (Washington: U.S.
Government Printing Office, 1998), p. A2, which is also available on the Internet at
<http://www.census.gov/hhes/www/povty97.html>.

B sincesmallerlivi ngunitsfacerelatively larger fixed expenses, different procedureswere used to set thresholdsfor one-
and two-person units: for two-person families, the cost of the economy food plan was multiplied by a factor of 3.7
(derived fromthe 1955 survey); andfor unrelated individual s, afixed proportion of thethreshold for thetwo-person units
was used.

16 Prior to 1969, annual updates of the Social Security Administration poverty thresholds were made based on price
changes of items in the economy food plan. Maodifications introduced in 1969 based annual adjustments in the
thresholds on changes in the consumer price index, and set thefarmthresholdsat 85 percent (previously 70 percent) on
the corresponding non-farm thresholds. See Joseph Dalaker and Mary Naifeh, Poverty in the United States: 1997, U.S.
Bureau of the Census, Current Popul ation Reports, Series P60-201 (Washington: U.S. Government Printing Office, 1998),
p. AS.

17 See Bureau of the Budget Circular No. A-46 of 1969; and subsequent Office of Management and Budget Statistical
Policy Directive No. 14, “Definition of Poverty for Statistical Purposes,” May 1978.
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“offiad” poverty definition were introduced in 1981: separate thresholds for farm families and for type of
household head were eliminated, and the detailed poverty threshold matrix was extended to make the
largest family size category “nine persons or more.”

The U.S. Census Bureau has the respongbility of publishing the officid annua poverty gatistics on the
number and proportion of the poor. The Census Bureau compares the poverty thresholds to estimates of
families cashincome (including cash government benefits such aswelfare cash payments, but not near-cash
or in-kind benefits) before taxes based on information from the March Current Population Survey.*® The
poverty thresholds are increased each year by the same percentage as the annua average change in the
consumer priceindex for al urban consumers (CPI-U).X° Thus, the poverty threshol ds represent the same
purchasang power as in the year (1963) for which they were originaly developed. The table below
presents the average poverty thresholds by size of family unit for 1995-1998.

Average Poverty Thresholds by Size of Family Unit, 1995-98

(in current US$)
Size of Family Unit 1995 1996 1997 1998
1 person (unrelated individuals) 7,763 7,995 8,183 8,316
Under 65 years 7,929 8,163 8,350 8,480
65 years and over 7,309 7,525 7,698 7,818
2 persons 9,933 10,233 10,473 10,634
Householder under 65 years 10,259 10,564 10,805 10,972
Householder 65 years and over 9,219 9,491 9,712 9,862
3 persons 12,158 12,516 12,802 13,003
4 persons 15,569 16,036 16,400 16,660
5 persons 18,408 18,952 19,380 19,680
6 persons 20,804 21,389 21,886 22,228
7 persons 23,552 24,268 24,802 25,257
8 persons 26,237 27,091 27,593 28,166
9 persons or more 31,280 31,971 32,566 33,339

Notes: For each size of family unit, the weighted average poverty threshold is given. Unrelated individuals are persons
living alone or with non-relatives only.
Source: U.S. Census Bureau web site: <http://www.census.gov/hhes/poverty/threshld.html>.

In addition to the poverty thresholds published annudly by the Census Bureau, the Department of Health

18 The official poverty statistics are based upon data from the Current Population Survey which does not interview
personsin Puerto Rico, thusthoseliving there are excluded from the official poverty statistics. The Current Population
Survey is a household survey and thus persons who are homeless and not living in shelters are not included in the
poverty statistics; also excluded are armed forces personnel living on military bases.

¥ ThecPI-U price deflator, introduced in 1983, uses a rental -equivalence rather than an asset approach to measuring
thevalue of housing and resultsinlower poverty ratesthan one based on an asset-based price deflator. Anexperimental
price deflator (CPI-U-X1) was devel oped by the Bureau of Labor Statistics as a measure of the all-itemsindex using an
estimate of rental equivalence from 1967-82.
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and Human Services issues annud poverty guidelines—which are a smplified verson of the poverty
thresholds—for usein administering and determining the digibility for certain federd programs(eg., Heed
Start, Food Stamp Program, Nationa School Lunch Program, and Low-Income Home Energy Assistance
Program). Poverty guiddines gpply to the year that they areissued and only reflect price changes through
the prior year (i.e., the Department of Hedlth and Human Services poverty guiddinesissued in agiven year
are gpproximately equa to the Census Bureau' s poverty threshold for the prior year).

In September 1998, the U.S. Census Bureau reported® that the number of poor people in the United
States in 1997 was 35.6 million (or 13.3 percent of the population). The 1997 poverty rate was not
datigticaly different from the pre-recessionary rate in 1989. Red (inflation-adjusted) median household
income was US$37,005 in 1997, not statigtically different from its 1989 pre-recessionary pesk of
US$37,303. 1n 1997, 41 percent of the poor, or 14.6 million people, were“ severdly poor,” thet is, they
had atotd family incomelessthan one-haf of their poverty threshold. In addition, therewere 12.3 million
people who were “near poor,” that is, their income was 100-125 percent of their poverty threshold.
Further, theincome deficit of familiesin poverty (i.e, thedollar difference between the family’ sincome and
its poverty threshold) averaged US$6,602 in 1997. In many ways, poverty is inherently a household (or
family) concept, since household (family) members share most common consumption expenditures
(induding shdlter) and dso usudly pool income for the common welfare. The table below presents the
poverty status of people in the United States by family relationship? over the period 1989-1997.

Poverty Status of Peoplein the United States by Family Relationship, 1989-1997
(numbers in thousands; people as of March the following year)

----------- All People People in Families ----UnrelatedIndividuals--
---------- All Families--------  --Female Head/No Husband--
Below Poverty Below Poverty Below Poverty Below
Poverty
Level Level Level Level
Year Total Number Percent Total Number Percent Total Number Percent Total NumberP

ercent
1997 268,480 35,5574 13.3 225,369 26,217 11.6 38,412 13,494 35.1 41,672 8,687 20.8
1996 266,218 36,529 13.7 223,955 27,376 12.2 38,584 13,796 35.8 40,727 8,452 20.8
1995 263,733 36,425 13.8 222,792 27,501 12.3 38,908 14,205 36.5 39,484 8,247 20.9

20 Joseph Dalaker and Mary Naifeh, Poverty in the United States: 1997, U.S. Bureau of the Census, Current Population
Reports, Series P60-201 (Washington: U.S. Government Printing Office, 1998). Subsequent to the drafting of thisstudy,
the U.S. Bureau of the Censusrel eased poverty and income statisticsfor 1998; see Joseph Dalaker, Povertyin the United
States: 1998, U.S. Bureau of the Census, Current Population Reports, Series P60-207 (Washington: U.S. Government
Printing Office, 1999) issued in September 1999 and available on the Bureau of the Census web site at:
<http://www.census.gov/hhes/www/povty98.html>.

2L Theterm“fami ly” refersto agroup of two or more personsrelated by birth, marriage, or adoption who residetogether;
all such persons are considered as members of one family. Two or more people living in the same household who are
related to one another, but are not rel ated to the househol der (head of household), form an “unrelated subfamily.” Since
1980, “unrelated subfamilies” have been excluded from the count of familiesand family membersand have been reported
separately from “peoplein families’” and “unrelated individuals.”
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1994 261,616 38,059 145 221,430 28,985 13.1 37,253 14,380 38.6 38,538 8,287 21.5
1993 259,278 39,265 15.1 219,489 29,927 13.6 37,861 14,636 38.7 38,038 8,388 22.1
1992 256,549 38,014 14.8 217,936 28,961 13.3 36,446 14,205 39.0 36,842 8,075 21.9
1991 251,179 35,708 14.2 212,716 27,143 12.8 34,790 13,824 39.7 36,839 7,773 21.1
1990 248,644 33,585 13.5 210,967 25,232 12.0 33,795 12,578 37.2 36,056 7,446 20.7
1989 245,992 31,528 12.8 209,515 24,066 11.5 32,525 11,668 35.9 35,185 6,760 19.2

Source: Joseph Dalaker and Mary Naifeh, Poverty inthe United States: 1997, U.S. Bureau of the Census, Current Population Reports, Series
P60-201 (Washington: U.S. Government Printing Office, 1998), Table C-1, p. C2.

The poverty rate varies by age, race and ethnicity, work experience, family relationship and compostion,
naivity, and region of the country, among others. In 1997, for example, it was 19.9 percent for al children
under 18 years of age, 10.9 percent for adults 18 to 64 years of age, and 10.5 percent for persons age 65
and over. Personsin families (poverty rate of 11.6 percent) werelesslikely to be poor in 1997 than those
in unrelated subfamilies (poverty rate of 46.5 percent) or unreated individuas (poverty rate of 20.8
percent). Whilethe poverty ratefor whiteswas 11.0 percentin 1997, it was 26.5 percent for blacks, 27.1
percent for those of Hispanic origin, and 14.0 percent for those of Asan and Pacific Idander origin. The
poverty rateinsde centra cities of metropolitan areaswas 18.8 percent in 1997, compared to arate of 9.0
percent for persons indgde metropolitan areas but outsde centrd cities.

In the early 1980s, the Census Bureau began examining how government noncash benefits affect poverty
and how taxes affect measurement of the income distribution. The 1997 Census poverty report provides
estimates of poverty rates based on a number of aternative definitions of income gpplied to the same
unchanged set of poverty thresholds. For example, usng an dternative definition of income which more
closaly approaches the notion of digposableincome and adds the value of means-tested noncash transfers
(e.g., food stamps, housing, and medicaid) to net post-tax cash income from private and government
sectors, the report found that the poverty rate would be 10.0 percent (or 26.9 million poor people) in
1997.2 As of 1999, the Census Bureau is no longer publishing those aternative-income-definition
figures?

Likeother important economicindicators, poverty thresholdsare eval uated periodically to determineif they
are dtill serving their intended purpose and whether they can beimproved. At the request of Congress, the
National Research Council of the Nationa Academy of Sciences (NAYS) established a Panel on Poverty
and Family Assistance to address concerns about weaknesses in the current officia poverty measure for

22 See Joseph Dalaker and Mary Naifeh (eds.), Poverty inthe United States: 1997, U.S. Bureau of the Census, Current
Population Reports, Series P60-201 (Washington: U.S. Government Printing Office, 1998), pp. xiii and B1-B3.

23 For estimates of poverty based on aset of consistent changes applied to both theincome definitions and the poverty
thresholds, see Kathleen Short, Thesia Garner, David Johnson, and Patricia Doyle, Experimental Poverty Measures:
1990 to 1997, U.S. Census Bureau, Current Population Reports, Consumer Income, Series P60-205 (Washington: U.S.
Government Printing Office, 1999).
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the United States. The pand’ s report,?* issued in the Spring of 1995, made severa obsarvations on the
weeknesses in the definition of the thresholds and income used in the current measure and proposed that
(@ officid U.S. poverty thresholds should represent a dollar amount for food, clothing, and shelter
(induding utilities), and a smal additiona amount to alow for other common, everyday needs (eg.,
household supplies, persond care, and nonwork-related trangportation), based on areference family type
(two adults and two children) usng Consumer Expenditure Survey data, adjusted for family size and
compositionand for geographica differencesin the cost of housing; (b) family resources should be defined
as money income from al sources, plus the value of near-money benefits that are available to buy goods
and services (eg., food stamps, subsidized housing, school lunches, and home energy assstance), and
minus expenses that divert money from the purchase of goods and services (e.g., income taxes, socia
security payroll taxes, child care and other work-related expenses, child support payments to another
household, and household contributions toward the costs of medica care and hedlth insurance premiums);
and (c) the Survey of Income and Program Participation (SIPP) should replace the March income
supplement to the Current Population Survey (CPS) and become the basisfor officid income and poverty
datisticsand that the Consumer Expenditure Survey should be used to improve poverty measurement. The
U.S. Census Bureau rel eased areport? in June 1999 which providesinformation regarding theimplications
of many of theNAS pand’ srecommendations, but makes no recommendations on which new approaches
should be adopted.

For several decades, the U.S. Bureau of Labor Statistics (BL S) hasdevel oped operationd  definitions and
conducted studies of low-wage workers and the “working poor,” using the same data used by the Census
Bureauin their poverty reports. In 1987, BLS modified the definition of low-wage workersthat had been
used in prior studies of labor market hardship faced by low-wage workers (full-time, year-round workers
whose yearly earningsfel below the federa minimum hourly wage multiplied by 2,000) to take account of
the fact that many of theworking poor faced unemployment and adeclining real minimumwage.® Thenew
definition adopted by BL S for low-wage workers was for persons who worked or sought work for 27
weeks or more during the year and whose average weekly earnings fell below the 1967-87 average
minimum wage, adjusted for inflation, and multiplied by 40 (i.e., 240 hour workweek). If alow-wage
worker’sincome fell below the poverty line, the worker was termed “working poor.”

24 Constance F. Citro and Robert T. Michael, Measuring Poverty: A New Approach (Washington: National Academy
Press, 1995), p. 11.

25 K athleen Short, Thesia Garner, David Johnson, and Patricia Doyle, Experimental Poverty Measures. 1990 to 1997,
U.S. Census Bureau, Current Population Reports, Consumer Income, Series P60-205 (Washington: U.S. Government
Printing Office, 1999).

%6 See Bruce W. Kleinand Philip L. Rones, “A Profile of the Working Poor,” Monthly Labor Review (October 1989), pp.
3-13.
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The most recent BLS andysis examined the working poor in 1996.2” The U.S. Bureau of the Census
reported that 36.5 million persons (or 13.7 percent of the population) lived at or below the officid poverty
leve in 1996. Although most of the Nation's poor were children and adults who were not in the labor
force, 1in5 (or 7.4 million persons) were classified as working poor who had spent at least 27 weeksin
the labor force working or looking for work, but whose income fell below the officid poverty threshold.
The poverty rate for al personsin the labor force for at least 27 weeks was 5.8 percent in 1996. The
mgority of the working poor (58 percent) worked full-time. Among persons in the labor force for 27
weeksor more, the poverty ratefor those employed full-timewas 4.1 percent compared with 12.4 percent
for part-time workers.

During 1996, nearly three-fourths of the working poor who worked during the year were employedin one
of the following three occupationd groups. service, technical, sdes, and administrative support; and
operators, fabricators and laborers; the poverty rates for these occupational groups were 12.3, 4.3, and
7.8 percent, respectively. Although thetotal number of men in these occupations outnumbered women by
3 to 1, the poverty rate for women was 3 percentage points higher (10.1 versus 7.1 percent). Smilarly,
while three-fourths of the working poor in these occupations were white, their poverty rate was 4.5
percentage points lower than that for blacks (7.1 versus 11. 6 percent).

By indugtrid divison,? about 92 percent of the working poor who worked during 1996 were employed
in services (34.3 percent), wholesale and retail trade (31.7 percent), manufacturing (10.6 percent),
construction (9.1 percent), or agriculture (6.2 percent). For theworking poor in manufacturing (748,000),
about half were employed in the production of durable goods and half employed in the production of
nondurable goods. Over hdf of the working poor employed in nondurable goods production were
employedintheapparel (108,000) or thefood and kindred products (96,000) industries. Thepoverty rate
for workersin the labor force for 27 weeks or more and with work experiencein the gppard industry was
10.7 percent in 1996, over three-timesthat for al manufacturing (3.5 percent) and about twice that for all
indudtries (5.5 percent); the corresponding poverty rate for those in the footwear, excluding rubber and
plagtic industry was 1.3 percent (1,000 workers under the poverty line) and for those in the other rubber
products, plastics, footwear, and belting industry was 2.0 percent (or 4,000 workers).

MEETING WORKERS NEEDS

In the United States, officid poverty lines, which are adjusted annualy for inflation, establish income
thresholdsthat indicatealeve of income below which may beinsufficent to meet the basic needs of persons

%7 See SamanthaQuan, A Profile of the Working Poor, 1996, Report 918 (Washington: Bureau of Labor Statistics, U.S.
Department of Labor, December 1997).

2 Thisdiscussion isbased upon an unpublished tabulation, “ Persons with work experience during the year by detailed

industry of longest job held and poverty status, CPS March Supplement 1997,” provided by the U.S. Bureau of Labor
Statistics.
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inafamily of agiventypeand size. Living wage proponents often use the poverty thresholds asafloor in
developing proposed living wage levels, i.e., an income that meets basic needs plus somemore. Theissue
is how much more?

The table on the next page compares over the period 1966 to 1998 the annual earnings of a hypothetica
worker employed at the federa minimum wage rate (without vacations or overtime for a 8-hour day for
52 weeks) with the annua poverty thresholdsfor families of Sze oneto four persons as established by the
U.S. Bureau of the Census. In ten out of the fourteen years between 1966 and 1979, annua earnings at
the established federa minimum rate exceeded the poverty threshold for afamily of three persons; in the
four other years (1966, 1972-73, and 1977), it exceeded the poverty threshold for afamily of two. Over
the period 1980 to 1984, annua minimum wage earnings exceeded the poverty threshold for two-person
families. From 1985 to 1996, annua
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Minimum Wage Earnings and Poverty Thresholds by Family Size, 1966-1998
(in current US$)

Minimum  Minimum ---Annual Poverty Threshold for Family of-----
Wage Wage One Two Three Four
Year Hourly Annually* Person Persons Persons Persons
1966 125 2,600 1,628 2,107 2,688 3317
1967 140 2912 1,675 2,166 2,681 3410
1968 1.60 3328 1,748 2,262 2,774 3,553
1969 1.60 3328 1,840 2,383 2,924 3,743
1970 1.60 3328 1,954 2,625 3,099 3,968
1971 160 3328 2,040 2,633 3,229 4137
1972 160 3328 2,109 2,724 3,339 4,275
1973 160 3328 2,247 2,895 3,546 4540
1974 2.00 4,160 2,495 3211 3,936 5,036
1975 210 4,368 2,724 3,608 4,293 5,500
1976 230 4,784 2,684 3711 4,640 5815
1977 230 4,784 3,075 3,951 4,833 6,191
1978 2.65 5512 3311 4,249 5,201 6,562
1979 290 6,032 3,689 4,725 5784 7412
1980 3.10 6,448 4,190 5,363 6,565 8414
1981 335 6,968 4,620 5917 7,260 9,287
1982 335 6,968 4,901 6,281 7,693 9,862
1983 335 6,968 5,061 6,483 7,938 10,178
1984 335 6,968 5278 6,762 8,277 10,609
1985 335 6,968 5,469 6,998 8573 10,989
1986 335 6,968 5572 7,138 8,737 11,203
1987 335 6,968 5778 7,397 9,058 11,611
1988 335 6,968 6,022 7,704 9,436 12,002
1989 335 6,968 6,310 8,076 9,885 12,674
1990 380 7,904 6,652 8,509 10,418 13,359
1991 4.25 8,840 6,932 8,865 10,860 13924
1992 425 8,840 7,143 9,137 11,188 14,335
1993 425 8,840 7,363 9414 11522 14,763
1994 425 8,840 7547 9,551 11,621 15,141
1995 425 8,840 7,763 9,933 12,158 15,569
199 475 9,880 7,995 10,233 12516 16,036
1997 515 10,712 8,183 10473 12,802 16,400
1998 515 10,712 8,316 10,634 13,003 16,660

Note: * an extreme upper bound which assumes a person works at the hourly minimum wage 8 hours
aday, 5 days aweek for 52 weeks with no overtime or vacations, i.e., atotal of 2080 hoursayear.
Sources: U.S. Department of Labor, Wage and Hour Division; U.S. Census Bureau.
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minimum wage earnings exceeded only the poverty threshold for one person. With the increase in the
minmumwagein 1997, annud earningsa the minimum wage level now again exceed the poverty threshold
for atwo-person family.

Another way to view the poverty thresholdsisto examine thefull-time hourly wage rates needed to exceed
them and how those wage rates compare to the minimum wage. The table below presents such a
comparison for the 1997 and 1998 poverty thresholds.

Edgtimated Hourly Wage of a Full-TimeWorker at the Poverty Threshold, by Family Size, 1997-98

Family 1997 Poverty Hourly Minimum 1998 Poverty Hourly Minimum
Size Threshold Wage Wages Threshold Wage _Wages
1 US$8,183 US$4.10 0.80 US$8,316 US$4.16  0.81
2 10,473 5.24 1.02 10,634 5.32 1.03
3 12,802 6.41 1.24 13,003 6.50 1.26
4 16,400 820 1.59 16,660 833 162
5 19,380 9.69 1.88 19,680 9.84 191
6 21,886 10.95 2.13 22,228 11.11 2.16
7 24,802 1241 241 25,257 12.63 245
8 27,593 13.80 2.68 28,166 14.08 273
9 or more 32,566 16.29 3.16 33,339 16.67 3.24

Note The hourly wage is estimated as the annual poverty threshold divided by 2000 hours (8 hours a day,
5 days a week, 50 weeks a year, assuming two-weeks time-off). Minimum wages is the estimated hourly wage
at the poverty threshold divided by the current federal minimum wage of US$5.15 per hour.

A recent OECD report? noted, “Severd OECD countries have experienced arise in earnings inequality
and/or awidening of the gap in income between richand poor over thelast decade or so. Thishasled to
aresurgence of interest in the links between employment growth, low pay and poverty.” The movement
to enact living wage proposasin the United States may have been motivated, in part, by the 12 percent
dedine in red average hourly earnings in the tota private nonagricultural economy between 1973 and
1997, and the 20 percent decrease in the real vaue of the U.S. minimum wage from 1979 to 1997.3
In many ways, the main arguments the early supporters gave for establishing minimum wage laws in the
United States during the early part of this century are very smilar to those of today’ s proponents of aliving
wage: a person working at a full-time job ought to be able to provide a decent standard of living for

29 Organization for Economic Cooperation and Devel opment (OECD), Employment Outlook, June 1998 (Paris OECD,
1998), p. 31.

30 Council of Economic Advisers, Economic Report of the President, 1999 (Washington: U.S. Government Printing
Office, February 1999), Table B-47, p. 382.

s Organization for Economic Cooperation and Devel opment (OECD),EconomicOutl ook, June1998 (Paris: OECD, 1998),
p. 40.
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themsdves and ther family.

In the 1990s, the living wage movement in the United States has concentrated on municipd living wage
proposals that require private firms that are awarded large service contracts by a municipality or receive
substantia financia assistancein theform of grants, loans, tax abatements, or other economic devel opment
subsidies from a city or county government to pay a“living wage’ that is higher than current federd and
date minimum wage levels. In some cases, city government employees are dso covered by living wage
ordinances. Batimorewasthefirg city toimplement aliving wage ordinancefor service contractors, doing
so in 1994. Since then, over 20 other cities have enacted living wage ordinances and other cities are
considering similar proposals.® See the table bdlow for a summary of these initiatives.

Most of theliving wage ordinances establish adollar-leve threshold on contracts or subsidies covered and
in some cases explicitly specify the type of low-wage workers covered (eg., janitors, clerica, food
services, parking attendants, security, temporary workers, etc.). The wage levels mandated by these
municipal ordinances range from US$6.25 to US$10.75 an hour.

I In mogt cases, the level of the living wage isawage that would alow aworker to support afamily
(usudly of three or four) a or abovetheofficia U.S. poverty level. For example, Boston requires
awage of US$8.23 an hour (in 1998) which is the hourly pay rate that would yield an annud
income equd to the federd poverty linefor afamily of four.

In other cases, the living wage leve is set asamultiple of a poverty threshold for afamily of 3 or
4, or asamultiple of the federd minimum wage rate.

In most cases, the living wage isindexed to alocd price index to adjust for inflation.

Increasingly, living wage ordinances are incorporating additiond requirements to that of a living
wage, such as health benefits, vacation days, community hiring gods, public disclosure, community
advisory boards, environmental standards, and language that supports union organizing. For
example, some ordinances require firms to pay more (usualy about US$1 an hour more) if they
do not provide hedth insurance.

In addition to municipd legidative initiatives, anumber of groups have made living wage caculations for
various gates and cities within the United States. These groups include the Association of Community
Organizations for Reform Now (ACORN), National Priorities Project, JobsWith Justice, the LosAngeles

32 ACORN (Association of Community Organizations for Reform Now) web sites: <http://www.acorn.org> and
<http://www.livingwagecampaign.org>. For a more detailed account of the municipal living wage movements in the
United States, see Robert Pollin and Stephanie Luce, The Living Wage: Building a Fair Economy (New Y ork: TheNew
Press, 1998). See also, Selena Spain and Jean Wiley, “ The Living Wage Ordinance: A First Step in Reducing Poverty,”
Clearinghouse Review, Val. 32, Nos. 5-6 (September-October 1998), pp. 252-267.
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Living Wage Coadlition, the New Party, the Preamble Collaborative, the Peace and Justice Center, and
Wider Opportunities for Women (WOW). Estimates of living wages by these groups vary sgnificantly,
from US$7 to US$16 an hour.

[1-187



Hourly Living Wage Rates
for Employees of Certain Firms Receiving Public Service Contracts, Tax Abatements, and Other Subsidies from Cities
and Countiesin the United States

State and

City or County Date Rate and Coverage

Arkansas

Little Rock pending

Arizona

Tucson 1999 US$8.00—city minimum wage.

California

Hayward 1999 US$8.00 with health insurance, US$9.25 without health insurance; adjusted annually with an area cost of living index; includes 12 paid days off ayear—city
service contracts; also appliesto city employees.

Los Angeles 1997 US$7.25(1997), US$7.39 (1998), US$8.32 (1999) with healthinsurance; US$8.50 (1997), US$8.64 (1998), US$9.46 (1999) without healthinsurance; indexed
to the cost of living; includes 12-days paid vacation a year—city service contracts and subsidies.

Marin County pending

Oakland 1998 US$8.00 (1998), US$8.35 (1999) with health insurance; US$9.25 (1998), US$9.60 (1999) without health insurance; adjusted annually using the Bay Region
Consumer Price Index; includes 12 paid days off a year—city service contracts and subsidies.

Pasadena 1998 US$7.25 with health insurance, US$8.50 without health insurance—city service contracts; also applies to city employees.

San Jose 1998 US$9.50 with health insurance, US$10.75 without health insurance—city service contracts.

1991 union wage scale (prevailing wage ordinance)—city service contracts.

San Francisco pending

SantaClaraCounty 1995 US$10.00 plus health insurance-tax abatements and subsidies.

West Hollywood 1997 US$7.25 with health benefits, US$8.50 without health benefits—city service contracts.

Colorado

Denver pending US$7.73 (proposed)—city minimum wage and subsidies.

Connecticut

New Haven 1997 US$7.43 (wage equivalent to the poverty line for afamily of 4) to beincreased to 120% of the poverty line over 5 years; first consideration to community
hiring halls—city service contracts.

Elorida

Miami-Dade County 1999 US$8.56 with health insurance, US$9.81 without health insurance—city service contracts; also applies to county employees.

llinois

Chicago 1998 US$7.60—city service contracts.

Cook County 1998 US$7.60—city service contracts.

Indiana

Gary 1991 prevailing wage plus complete health care package-tax abatements and subsidies.

South Bend pending

lowa

Des Moines 1988; 1996  US$7.00 (1988) city-funded urban renewal projects; set goal of US$9.00, including benefits (1996).

Kansas

Manhattan pending

Louisiana

New Orleans pending US$1.00 higher than the federal rate (proposed)—city minimum wage.

Maryland

Baltimore 1994 US$6.10 (1994) increased in steps to US$7.70 (1998)—city service contracts.

Montgomery County pending US$9.00 with health benefits, US$10.44 without health benefits (proposed).

State of Maryland ~ pending US$6.60 (1996), US$7.10 (1997), US$7.70 (1998) for contract cleaners of the state-owned World Trade Center in Baltimore.

Massachusetts

Boston 1997;1998  US$7.49 (1997),US$8.23 (1998); poverty line for family of 4, indexed annually to the higher of 110% of state minimum wage or the adjusted poverty
guideline—ity service contracts, subsidies, and community hiring.

Cambridge 1999 US$10.00; indexed annually to area consumer price index—city service contracts; also includes city employees.

Hampshire County  pending US$7.00 with health benefits, US$8.50 without health benefits-all county employees (proposed).

Somerville 1999 US$8.35 (poverty guidelinesfor afamily of 4, adjusted annually in accordance with poverty guidelines)—city service contracts; al so coverscity employees.

Michigan

Detroit 1998 US$8.35 with health insurance (federal poverty line for family of 4), US$10.44 without health insurance (125% of federal poverty line)—city service
contracts and subsidies.

Minnesota

Duluth 1997 at least 90% of employees must be paid US$6.50 with health insurance or US$7.25 without health insurance-tax abatements and subsidies.

Minneapolis 1997 US$8.83 (1999); 110% of federal poverty line for afamily of 4, indexed for inflation; 60 percent of the jobs must go to city residents-tax abatements and
subsidies.

St. Paul 1997 US$8.03 with health insurance (100% of federal poverty line for afamily of 4; indexed for inflation) or US$8.83 without healthinsurance (110% of federal
poverty line for afamily of 4; indexed for inflation) in 1999; at |east 60% of the jobs must go to city residents—tax abatements and subsidies.

Missouri

St Louis pending US$6.25 (1997), US$6.50 (1998), US$6.75 (1999), and increases of US$0.15 per year thereafter (proposed)—city service contracts and subsidies.

Montana

Missoula pending US$8.00 (proposed)—municipal employees and workers whose employers get grants or other assistance from the city.
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Hourly Living Wage Rates

for Employees of Certain Firms Receiving Public Service Contracts, Tax Abatements, and Other Subsidies from Cities

State and
City or County

New Jersey
Hudson County

Jersey City

New Mexico
Albuquerque

New York
Albany County
Buffalo

New York City

North Carolina
Durham
Orange County

Ohio
Cleveland

Oregon
Multnomah County
Portland

Pennsylvania
Philadelphia
Pittsburgh

Texas
Austin
Dallas
Houston
San Antonio

Virginia
Alexandria

Washington
Spokane

Wisconsin
Dane County
Madison
Milwaukee

Milwaukee County

O
1=
©

1999
1996

pending

pending
pending
1996

1998
pending

pending

1998
1996; 1998

pending
pending

pending
pending
pending
1998

pending
pending
1999
1999
1995

1996
1997

and Countiesin the United States—continued

Rate and Coverage

US$7.73 (150% of federal minimum wage; must provide health insurance and one week paid vacation)—city service contracts.
US$7.50 plus vacation and health benefits—ity service contracts.

US$6.50 (proposed)—city minimum wage.

US$8.55 plus US$0.68-US$1.21 for health benefits (proposed)—city service contracts and subsidies.
US$8.50 (proposed)—city contractors and subcontractors.
“acceptable prevailing wage” determined by City Comptroller—city service contracts.

US$7.55 (minimum rate paid to Durham city employees)—city service contracts.
rate not yet proposed-service contracts and subsidies.

US$9.00 combined value of wage and benefit package, adjusted annually by the Consumer Price Index—city service contracts.
US$6.75 (1996), US$7.00 (1997), US$7.50 (1998), US$8.00 (1999), plus basic medical benefits (1998)—city service contracts.

US$7.90 (proposed)
US$7.73 (proposed)—city employees and service contractors.

US$6.50 (proposed)—city minimum wage.
US$9.27 for new services and non-durable-goods-manufacturing jobs and US$10.13 for new durable goods manufacturing jobs created as aresult of city
tax abatement and subsidies; at least 70 percent of such new jobs created must meet or exceed these pay requirements.

US$8.25 (proposed)—city minimum wage.

US$8.03 (federal poverty level for afamily of 4)—city service contracts and subsidies; also applies to county employees.

US$7.91 to beraised in 2-steps to 110% of federal poverty guidelines for family of 4 by January 1, 2001 and continuing thereafter—city service contracts
and subsidies; also covers city employees.

US$6.05 (1995); adjusted annually to poverty line for family of 3, currently US$6.67—certain city service contractors

US$7.70-all public school employees and contractors

US$6.25, indexed to wage increases of county employees—certain county service contractors

Note: Initiatives to increase the state minimum wage are not included in this table.
Sources ACORN (Association of Community Organizations for Reform Now) web sites, <http://www.livingwagecampaign.org> and <http://www.acorn.org>, and Robert Pollin and Stephanie
Luce, The Living Wage: Building a Fair Economy (New Y ork: The New Press, 1998), Appendix I1.
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APPENDIX A

Selected International Labor Organization (ILO) Documents
Relevant to Minimum Wage Setting*

Preamble of the Constitution of the International Labour Organization

Whereas universdl and lasting peace can be established only if it is based upon socid
judtice;

And whereas conditions of labour exist involving such injustice hardship and privation to
large numbers of people as to produce unrest so great that the peace and harmony of the
world are imperilled; and an improvement of those conditionsis urgently required; as, for
example, by the regulation of the hours of work including the establishment of amaximum
working day and week, the regulation of the labour supply, the prevention of
unemployment, the provision of an adequate living wage, the protection of the worker
agang dckness, diseaseandinjury arisng out of hisemployment the protection of children,
young persons and women, provision for old age and injury, protection of the interests of
workers when employed in countries other than their own, recognition of the principle of
equal remuneration for work of equa vaue, recognition of the principle of freedom of
association, the organization of vocationd and technical education and other measures,

Whereas d o thefailure of any nation to adopt humane conditions of |abour isan obstacle
in the way of other nations which desire to improve the conditions in their own countries,

The High Contracting Parties, moved by sentiments of justice and humanity aswell as by
the dedire to secure the permanent peace of the world, and with a view to attaining the
objectives sat forthin this Preamble, agreeto the following Congtitution of the International
Labour Organization:

1Thedocumentsreproduced hereweredownloadedfromthel LO’ sILOLEX website: <http://www.ilolex.ilo.ch>.
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Convention No. 26: Minimum Wage-Fixing Machinery Convention, 1928

Convention concerning the Creation of Minimum Wage-Fixing Machinery

(Note: Date of coming into force: 14 June 1930; Place: Geneva; Session of the Conference:11; Date of adoption:16 June 1928; See the
ratifications for this Convention.)

The General Conference of the International Labour Organisation,

Having been convened at Geneva by the Governing Body of the International Labour Office, and having met in its
Eleventh Session on 30 May 1928, and

Having decided upon the adoption of certain proposal swith regard to minimum wage-fixing machinery, whichisthefirst
item on the agenda of the Session, and

Having determined that these proposal's should take the form of an international Convention,

adopts the sixteenth day of June of the year one thousand nine hundred and twenty-eight, the following Convention,
which may be cited as the Minimum Wage-Fixing Machinery Convention, 1928, for ratification by the Members of the
International Labour Organisation in accordance with the provisions of the Constitution of the International Labour
Organisation:

Articlel

1. Each Member of theInternational Labour Organisationwhich ratifiesthis Convention undertakesto create or maintain
machinery whereby minimum rates of wages can be fixed for workers employed in certain of thetrades or partsof trades
(and in particular in home working trades) in which no arrangements exists for the effective regulation of wages by
collective agreement or otherwise and wages are exceptionally low.

2. For the purpose of this Convention, the term trades includes manufacture and commerce.
Article 2

Each Member which ratifiesthis Convention shall be freeto decide, after consultation with the organisations, if any, of
workers and employers in the trade or part of trade concerned, in which trades or parts of trades, and in particular in
which home working trades or parts of such trades, the minimum wage-fixing machinery referred toin Article 1 shall be

applied.
Article3

1. Each Member which ratifies this Convention shall be free to decide the nature and form of the minimum wage-fixing
machinery, and the methods to be followed in its operation:

2. Provided that--

(2) before the machinery isapplied in atrade or part of trade, representatives of the employers and workers concerned,
including representatives of their respectiveorganisations, if any, shall be consulted aswell asany other persons, being
specially qualified for the purpose by their trade or functions, whom the competent authority deems it expedient to

consult;

(2) the employers and workers concerned shall be associated in the operation of the machinery, in such manner and to
such extent, but in any casein equal numbersand on equal terms, as may be determined by national lawsor regulations;
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(3) minimum rates of wages which have been fixed shall be binding on the employers and workers concerned so as not
to be subject to abatement by them by individual agreement, nor, except with general or particular authorisation of the
competent authority, by collective agreement.

Article4

1. Each Member which ratifies this Convention shall take the necessary measures, by way of a system of supervision
and sanctions, to ensure that the employers and workers concerned are informed of the minimum rates of wagesin force
and that wages are not paid at less than these rates in cases where they are applicable.

2. A worker to whom the minimum rates are applicable and who has been paid wages at |ess than these rates shall be
entitled to recover, by judicial or other legalised proceedings, the amount by which he has been underpaid, subject to
such limitation of time as may be determined by national laws or regulations.

Article5

Each Member which ratifies this Convention shall communicate annually to the International Labour Office a general
statement giving alist of the trades or parts of trades in which the minimum wage-fixing machinery has been applied,
indicating the methods aswell as the results of the application of the machinery and, in summary form, the approximate
numbers of workers covered, the minimum rates of wages fixed, and the more important of the other conditions, if any,
established relevant to the minimum rates.

Article 6

Theformal ratificationsof this Convention, under the conditions set forth in the Constitution of the I nternational L abour
Organisation, shall be communicated to the Director-General of the International Labour Office for registration.

Article7

1. This Convention shall come into force at the date on which the ratifications of two Members of the International
Labour Organisation have been registered by the Director-General.

2. It shall be binding only upon those M embers whose ratifications have been registered with the International Labour
Office.

3. Thereafter, the Convention shall come into force for any member at the date on which its ratification has been
registered with the International Labour Office.

Article8

As soon as the ratifications of two Members of the International Labour Organisation have been registered with the
International Labour Office, the Director-General of the International Labour Office shall so notify all the Members of
the International Labour Organisation. He shall likewise notify them of the registration of theratificationswhich may be
communicated subsequently by other Members of the Organisation.

Article9
1. A Member which hasratified this Convention may denounceit after the expiration of ten yearsfrom the date on which
the Conventionfirst comesinto force, by an act communicated to the Director-General of the International Labour Office

for registration. Such denunciation shall not take effect until one year after the date on which it is registered with the
International Labour Office.
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2. Each Member which has ratified this Convention and which does not, within the year following the expiration of the
period of ten years mentioned in the preceding paragraph, exercisetheright of denunciation provided for inthisArticle,
will be bound for another period of five years under the terms provided for in this Article.

Article 10
At least onceintenyears, the Governing Body of the International L abour Officeshall present tothe General Conference
areport on theworking of this Convention and shall consider thedesirability of placing onthe agendaof the Conference
the question of itsrevision or modification.

Article 11

The French and English texts of this Convention shall both be authentic.
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Recommendation No. 30: Minimum Wage-Fixing M achinery Recommendation, 1928
Recommendation concerning the Application of Minimum Wage-Fixing Machinery
(Note: Date of adoption: 16 June 1928; Place: Geneva; Session of the Conference:11)

The General Conference of the International Labour Organisation,

Having been convened at Geneva by the Governing Body of the International Labour Office, and having met in its
Eleventh Session on 30 May 1928, and

Having decided upon the adoption of certain proposal swith regard to minimum wage-fixing machinery, whichisthefirst
item on the agenda of the Session, and

Having determined that these proposal's should take the form of a Recommendation,

adopts this sixteenth day of June of the year one thousand nine hundred twenty-eight, the following Recommendation,
which may be cited as the Minimum Wage-Fixing Machinery Recommendation, 1928, to be submitted to the Members
of the International Labour Organisation for consideration with aview to effect being givento it by national legislation
or otherwise, in accordance with the provisions of the Constitution of the International Labour Organisation:

A
The General Conference of the International Labour Organisation,
Having adopted a Convention concerning the creation of minimum wage-fixing machinery, and

Desiring to supplement this Convention by putting on record for the guidance of the M embers certain general principles
which, as present practice and experience show, produce the most satisfactory results,

Recommends that each Member should take the following principles and rules into consideration:
I

(1) In order to ensure that each Member ratifying the Convention is in possession of the information necessary for a
decision upon the application of minimum wage-fixing machinery, the wages actually paid and the arrangements, if any,
for the regulation of wages should be ascertained in respect of any trade or part of trade to which employers or workers
therein request the application of the machinery and furnish information which shows primafacie that no arrangements
exist for the effective regulation of wages and that wages are exceptionally low.

(2) Without prejudiceto thediscretion | eft to the Membersby the Convention to decidein whichtradesor partsof trades
intheir respectivecountriesit isexpedient to apply minimum wage-fixing machinery, special regard might usefully be had
to trades or parts of trades in which women are ordinarily employed.

[l
(1) The minimum wage-fixing machinery, whatever form it may take (for instance, trade boards for individual trades,
general boardsfor groups of trades, compulsory arbitration tribunals), should operate by way of investigation into the

relevant conditionsin the trade or part of trade concerned and consultation with the interests primarily and principally
affected, that isto say, theemployersand workersin thetrade or part of trade, whose viewson all mattersrelating to the
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fixing of the minimum rates of wages should in any case be solicited and be given full and equal consideration.

@

(a) To secure greater authority for the rates that may be fixed, it should be the general policy that the employers and
workers concerned, through representativesequal in number or having equal voting strength, shouldjointly takeadirect
part in the deliberations and decisions of the wage-fixing body; in any case, where representation is accorded to one
side, the other side should be represented on the same footing. The wage-fixing body should also include one or more
independent persons whose votes can ensure effective decisions being reached in the event of the votes of the
employers and workers' representatives being equally divided. Such independent persons should, as far as possible,
be selected in agreement with or after consultation with the employers' and workers' representatives on the wage-fixing
body.

(b) In order to ensure that the employers' and workers' representatives shall be persons having the confidence of those
whoseintereststhey respectively represent, the employers and workers concerned should be given avoice asfar asis
practicable in the circumstances in the selection of their representatives, and if any organisations of the employersand
workers exist these should in any case be invited to submit names of persons recommended by them for appointment
on the wage-fixing body.

(c) The independent person or persons mentioned in paragraph (a) should be selected from among men or women
recognised as possessing the necessary qualificationsfor their duties and as being dissociated from any interest in the
trade or part of trade concerned which might be calculated to put their impartiality in question.
(d) Wherever a considerable proportion of women are employed, provision should be made as far as possible for the
inclusion of women among the workers' representatives and of one or more women among the independent persons
mentioned in paragraph (a).

1]
For the purpose of determining the minimum rates of wages to be fixed, the wage-fixing body should in any case take
account of the necessity of enabling the workers concerned to maintain a suitable standard of living. For this purpose
regard should primarily be had to the rates of wages being paid for similar work in trades where the workers are
adequately organised and have concluded effective collective agreements, or, if no such standard of reference is
availablein the circumstances, to the general level of wages prevailing in the country or in the particular locality.

Provision should be made for the review of the minimum rates of wages fixed by the wage-fixing bodies when thisis
desired by the workers or employers who are members of such bodies.

v
For effectively protecting the wages of the workers concerned and safeguarding the employers affected against the
possibility of unfair competition, the measures to be taken to ensure that wages are not paid at |ess than the minimum
rates which have been fixed should include:
(a) arrangements for informing the employers and workers of the ratesin force;
(b) official supervision of the rates actually being paid; and

(c) penalties for infringements of the rates in force and measures for preventing such infringements.

(1) In order that the workers, who are less likely than the employersto havetheir own means of acquainting themselves
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with thewage-fixing body'sdecisions, may bekept informed of the minimum ratesat which they areto bepaid, employers
might be required to display full statements of theratesin forcein readily accessible positions on the premises where
the workers are employed, or in the case of home workers on the premises where the work is given out or returned on
completion or wages paid.

(2) A sufficient staff of inspectors should be empl oyed, with powersanal ogousto those proposed for factory inspectors
in the Recommendation concerning the general principlesfor the organisation of systems of inspection adopted by the
General Conference in 1923, to make investigations among the employers and workers concerned with a view to
ascertaining whether theminimumratesin forcearein fact being paid and taking such steps as may be authorised to deal
with infringements of the rates. As a means of enabling theinspectors adequately to carry out these duties, employers
might be required to keep complete and authentic records of the wages paid by them, or inthe case of homeworkersto
keep alist of theworkerswith their addresses and provide them with wage books or other similar record containing such
particulars as are necessary to ascertain if the wages actually paid correspond to the ratesin force.

(3) In cases where the workers are not in general in a position individually to enforce, by judicial or other legalised
proceedings, their rights to recover wages due at the minimum ratesin force, such other measures should be provided
as may be considered effective for preventing infringements of the rates.

B

The General Conference of the International Labour Organisation thinksit right to call the attention of Governmentsto
the principle affirmed by Article 41 of the Constitution of the International Labour Organisation that men and women
should receive equal remuneration for work of equal value. (Note: This Paragraph refers to the Constitution of the
International Labour Organisation prior to itsamendment in 1946. In the Constitution asamended in 1946 areferenceto
equal remuneration appears in the Preamble.)

Crossreferences: Labour Inspection Recommendation, 1923; Article41 of the Constitution of the International Labour
Organisation.

A-7



Convention No. 99: Minimum Wage Fixing Machinery (Agriculture) Convention, 1951

Convention concerning Minimum Wage Fixing Machinery in Agriculture

(Note: Date of coming into force: 23 August 1953; Place: Geneva; Session of the Conference:34; Date of adoption: 28 June 1951; See
the ratifications for this Convention.)

The General Conference of the International Labour Organisation,

Having been convened at Geneva by the Governing Body of the International Labour Office, and having met in its
Thirty-fourth Session on 6 June 1951, and

Having decided upon the adoption of certain proposalswith regard to minimum wage fixing machinery in agriculture,
which isthe eighth item on the agenda of the session, and

Having determined that these proposals shall take the form of an international Convention,

adopts the twenty-eighth day of June of the year one thousand nine hundred and fifty-one, the following Convention,
which may be cited as the Minimum Wage Fixing Machinery (Agriculture) Convention, 1951:

Article 1
1. Each Member of theInternational Labour Organisationwhich ratifiesthis Convention undertakesto create or maintain
adequate machinery whereby minimum rates of wages can be fixed for workers employed in agricultural undertakings
and related occupations.
2. Each Member whichratifiesthisConvention shall befreeto determine, after consultation with the most representative
organi sationsof employersand workersconcerned, wheresuch exist, to which undertakings, occupationsand categories
of persons the minimum wage fixing machinery referred to in the preceding paragraph shall be applied.
3. Thecompetent authority may excludefrom theapplication of all or any of the provisionsof thisConvention categories
of persons whose conditions of employment render such provisions inapplicable to them, such as members of the
farmer's family employed by him.

Article2
1. National lawsor regulations, coll ectiveagreementsor arbitration awardsmay authorisethepartial payment of minimum
wages in the form of allowances in kind in cases in which payment in the form of such allowances is customary or
desirable.

2. In casesin which partial payment of minimum wages in the form of allowances in kind is authorised, appropriate
measures shall be taken to ensure that--

(a) such allowances are appropriate for the personal use and benefit of the worker and his family; and
(b) the value attributed to such allowancesisfair and reasonable.
Article 3

1. Each Member which ratifies this Convention shall befreeto decide, subject to the conditions stated in the following
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paragraphs, the nature and form of the minimum wage fixing machinery, and the methodsto befollowed in its operation.

2. Beforeadecision istaken there shall be full preliminary consultation with the most representative organisations of
employers and workers concerned, where such exist, and with any other persons specially qualified by their trade or
functions whom the competent authority deemsit useful to consult.

3. The employers and workers concerned shall take part in the operation of the minimum wage fixing machinery, or be
consulted or have the right to be heard, in such manner and to such extent as may be determined by national laws or
regulations but in any case on abasis of complete equality.

4. Minimum rates of wages which have been fixed shall be binding on the employers and workers concerned so as not
to be subject to abatement.

5. The competent authority may permit exceptions to the minimum wageratesin individual cases, where necessary, to
prevent curtailment of the opportunities of employment of physically or mentally handicapped workers.

Article4

1. Each Member which ratifies this Convention shall take the necessary measures to ensure that the employers and
workers concerned are informed of the minimumrates of wages in force and that wages are not paid at | ess than these
rates in cases where they are applicable; these measures shall include such provision for supervision, inspection, and
sanctions as may be necessary and appropriate to the conditions obtaining in agriculture in the country concerned.

2. A worker to whom the minimum rates are applicable and who has been paid wages at |ess than these rates shall be
entitled to recover, by judicial or other appropriate proceedings, the amount by which he has been underpaid, subject
to such limitation of time as may be determined by national laws or regulations.

Article5
Each Member which ratifies this Convention shall communicate annually to the International Labour Office a general
statement indicating the methods and the results of the application of the machinery and, in summary form, the
occupations and approximate numbers of workers covered, the minimum rates of wages fixed, and the more important
of the other conditions, if any, established relevant to the minimum rates.

Article 6

Theformal ratifications of this Convention shall be communicated to the Director-General of the International Labour
Officefor registration.

Article 7

1. This Convention shall be binding only upon those Members of the International Labour Organisation whose
ratifications have been registered with the Director-General.

2. It shall comeinto force twelve months after the date on which theratifications of two Members have been registered
with the Director-General .

3. Thereafter, this Convention shall come into force for any Member twelve months after the date on which its
ratifications has been registered.

Article 8
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1. Declarations communicated to the Director-General of the International Labour Officein accordance with paragraph
2 of article 35 of the Constitution of the International Labour Organisation shall indicate --

a) the territoriesin respect of which the Member concerned undertakes that the provisions of the Convention shall be
applied without modification;

b) the territories in respect of which it undertakes that the provisions of the Convention shall be applied subject to
modifications, together with details of the said modifications;

c) the territories in respect of which the Convention is inapplicable and in such cases the grounds on which it is
inapplicable;

d) theterritoriesin respect of which it reservesits decision pending further consideration of the position.

2. The undertakings referred to in subparagraphs (a) and (b) of paragraph 1 of this Article shall be deemed to be an
integral part of the ratification and shall have the force of ratification.

3. Any Member may at any time by a subsequent declaration cancel in whole or in part any reservation made in its
original declaration in virtue of subparagraph (b), (c) or (d) of paragraph 1 of this Article.

4. Any Member may, at any time at which the Convention is subject to denunciation in accordance with the provisions
of Article 10, communicate to the Director-General a declaration modifying in any other respect the terms of any former
declaration and stating the present position in respect of such territories asit may specify.

Article 9

1. Declarations communicated to the Director-General of the International Labour Office in accordance with paragraph
4 or 5 of article 35 of the Constitution of the International Labour Organisation shall indicate whether the provisions of
the Convention will be applied in the territory concerned without modification or subject to modifications; when the
declaration indicates that the provisions of the Convention will be applied subject to modifications, it shall givedetails
of the said modifications.

2. The Member, Members or international authority concerned may at any time by a subsequent declaration renounce
inwhole or in part the right to have recourse to any modification indicated in any former declaration.

3. The Member, Members or international authority concerned may, at any time at which the Conventionis subject to
denunciation in accordance with the provisions of Article 10, communicate to the Director-General a declaration
modifying in any other respect the terms of any former declaration and stating the present position in respect of the
application of the Convention.

Article 10
1. A Member which hasratified this Convention may denounceit after the expiration of ten yearsfrom the date on which
the Conventionfirst comesintoforce, by an Act communicated tothe Director-General of thelnternational L abour Office
for registration. Such denunciation should not take effect until one year after the date on which it isregistered.
2. Each Member which hasratified this Convention and which does not, within the year following the expiration of the
period of ten years mentioned in the preceding paragraph, exercisetheright of denunciation provided for inthisArticle,

will be bound for another period of ten years and, thereafter, may denounce this Convention at the expiration of each
period of ten years under the terms provided for in this Article.

Article 11
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1. The Director-General of the International Labour Office shall notify all Members of the International Labour
Organisation of the registration of all ratifications and denunciations communicated to him by the Members of the
Organisation.

2. When notifying the Members of the Organisation of the registration of the second ratification communicated to him,
the Director-General shall draw the attention of the M embers of the Organi sation to the date upon which the Convention
will comeinto force.

Article 12

TheDirector-General of thelnternational L abour Officeshall communicatetothe Secretary-General of the United Nations
for registration in accordance with Article 102 of the Charter of the United Nationsfull particulars of al ratificationsand
acts of denunciation registered by him in accordance with the provisions of the preceding Articles.

Article 13
At such times as may consider necessary the Governing Body of the International Labour Office shall present to the
General Conference a report on the working of this Convention and shall examine the desirability of placing on the
agenda of the Conference the question of itsrevisionin whole or in part.

Article 14

1. Should the Conference adopt a new Convention revising this Convention in whole or in part, then, unless the new
Convention otherwise provides:

a) theratification by aMember of the new revising Convention shall ipso jureinvolvetheimmediate denunciation of this
Convention, notwithstanding the provisions of Article 10 above, if and when the new revising Convention shall have
comeinto force;

b) as from the date when the new revising Convention comes into force this Convention shall cease to be open to
ratification by the Members.

2. ThisConvention shall inany caseremaininforceinitsactual formand content for those Memberswhich haveratified
it but have not ratified the revising Convention.

Article 15
The English and French versions of the text of this Convention are equally authoritative.

Crossreference: Article 35 of the Constitution of the International Labour Organisation
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Recommendation No. 89: Minimum Wage Fixing Machinery (Agriculture) Recommendation,
1951

Recommendation concerning Minimum Wage Fixing Machinery in Agriculture

(Note: Date of adoption: 28 June 1951; Place: Geneva; Session of the Conference:34)

The General Conference of the International Labour Organisation,

Having been convened at Geneva by the Governing Body of the International Labour Office, and having met in its
Thirty-fourth Session on 6 June 1951, and

Having decided upon the adoption of certain proposals with regard to minimumwage fixing machinery in agriculture,
which isthe eighth item on the agenda of the session, and

Having decided that these proposal sshall take theform of aRecommendation supplementing the Minimum Wage Fixing
Machinery (Agriculture) Convention, 1951,

adopts this twenty-eighth day of June of the year one thousand nine hundred and fifty-one, the following
Recommendation, which may be cited as the Minimum Wage Fixing Machinery (Agriculture) Recommendation, 1951

The Conference recommendsthat each Member should apply thefollowing provisionsasrapidly asnational conditions
allowand report to the International Labour Office asrequested by the Governing Body concerning the measurestaken
to give effect thereto.

1. For the purpose of determining minimum rates of wagesto be fixed it is desirable that the wage fixing body should
in any case take account of the necessity of enabling the workers concerned to maintain a suitable standard of living.

2. Among the factors which should be taken into consideration in the fixing of minimum wage rates are the following:
the cost of living, fair and reasonable value of services rendered, wages paid for similar or comparable work under
collective bargaining agreements in agriculture, and the general level of wages for work of a comparable skill in other
industriesin the area where the workers are sufficiently organised.

3. Whatever form it may assume, the minimum wage fixing machinery in agriculture should operate by way of
investigation into conditions in agriculture and rel ated occupati ons, and consultation with the partieswho are primarily
and principally concerned, namely employers and workers, or their most representative organi sations, wheresuch exist.
The opinion of both parties should be sought on all questions concerning minimum wage fixing and full and equal
consideration given to their opinion.

4. To secure greater authority for the ratesthat may befixed, in cases where the machinery adopted for fixing minimum
wages makesit possible, theworkersand empl oyers concerned shoul d be enabl ed to participate directly and on an equal
footing in the operation of such machinery through their representatives, who should be equal in number or in any case
have an equal number of votes.

5. In order that the employers and workers' representatives should enjoy the confidence of those whose interest they
respectively represent, in the casereferred to in Paragraph 4 above, the employers and workers concerned should have
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the right, in so far as circumstances permit, to participate in the nomination of the representatives, and if any
organisations of employers and workers exist, these should in any case be invited to submit names of persons
recommended by them for appointment on the wage fixing body.

6. In the case where the machinery for minimum wage fixing provides for the participation of independent persons,
whether for arbitration or otherwise, these should be chosen from among men or women who are recognised as
possessing the necessary qualifications for their duties and who have no such interest in agriculture or in any branch
thereof aswould give rise to doubt asto their impartiality.

11
7. Provision should be made for a procedure for revising minimum wage rates at appropriate intervals.
v

8. For effectively protecting thewages of theworkers concerned, the measuresto betaken to ensurethat wages are not
paid at less than the minimum rates which have been fixed should include--

() arrangements for giving publicity to the minimum wage rates in force, and in particular for informing the employers
and workers concerned of these rates in the manner most appropriate to national circumstances;

(b) official supervision of the rates actually being paid; and
(c) penalties for infringements of the rates in force and measures for preventing such infringements.

9. A sufficient number of qualified inspectors, with powers analogous to those provided for in the Labour Inspection
Convention, 1947, should be empl oyed; theseinspectors should makeinvestigations among the employersand workers
concerned with aview to ascertaining whether thewages actually paid arein conformity with the minimum ratesin force
and, if need be, should take such steps as may be authorised in the case of infringement of the rate fixed.

10. In order to enable the inspectors to carry out their duties efficiently, employers should, where appropriate or
necessary in the opinion of the competent authority, be required to keep complete and authentic records of the wages
paid by them, and might al so berequired toissuetheworkerspay booksor similar documents containing theinformation
necessary for verifying whether the wages actually paid correspond to the ratesin force.

11. In cases where the workers are not in general in a position individually to enforce, by judicial or appropriate

proceedings, their rights to recover wages due at the minimumratesin force, such other measures should be provided
as may be considered effective for this purpose.
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Convention No. 131: Minimum Wage Fixing Convention, 1970

Convention concerning Minimum Wage Fixing, with Special Reference to Developing Countries

(Note: Date of coming into force: 29 April 1972; Place: Geneva Session of the Conference:54; Date of adoption:22 June 1970; See the
ratifications for this Convention.)

The General Conference of the International Labour Organisation,

Having been convened at Genevaby the Governing Body of the International Labour Office, and having metinitsFifty-
fourth Session on 3 June 1970, and

Noting the terms of the Minimum Wage-Fixing Machinery Convention, 1928, and the Equal Remuneration Convention,
1951, which havebeenwidely ratified, aswell asof theMinimum WageFixing Machinery (Agriculture) Convention, 1951,
and

Considering that these Convention have played avaluable part in protecting disadvantaged groups of wage earners,
and

Considering that the time has come to adopt a further instrument complementing these Conventions and providing
protection for wage earners against unduly low wages, which, while of general application, pays special regard to the
needs of developing countries, and

Having decided upon the adoption of certain proposals with regard to minimum wage fixing machinery and related
problems, with special reference to devel oping countries, which is the fifth item on the agenda of the session, and

Having determined that these proposals shall take the form of an international Convention,

adopts the twenty-second day of June of the year one thousand nine hundred and seventy, the following Convention,
which may be cited as the Minimum Wage Fixing Convention, 1970:

Articlel

1. Each Member of the International Labour Organisation which ratifies this Convention undertakes to establish a
system of minimum wages which covers all groups of wage earnerswhose terms of employment are such that coverage
would be appropriate.

2. The competent authority in each country shall, in agreement or after full consultation with the representative
organisations of employers and workers concerned, where such exist, determine the groups of wage earners to be
covered.

3. EachMember whichratifiesthisConventionshall listinthefirst report on the application of the Convention submitted
under article 22 of the Constitution of the International Labour Organisation any groups of wage earnerswhich may not
have been covered in pursuance of this Article, giving the reasonsfor not covering them, and shall statein subsequent
reports the positionsof itslaw and practicein respect of the groups not covered, and the extent to which effect hasbeen
given or is proposed to be given to the Convention in respect of such groups.

Article 2

1. Minimum wages shall havetheforce of law and shall not be subj ect to abatement, and failureto apply them shall make
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the person or persons concerned liable to appropriate penal or other sanctions.
2. Subject to the provisions of paragraph 1 of this Article, the freedom of collective bargaining shall be fully respected.
Article 3

The elements to be taken into consideration in determining the level of minimum wages shall, so far as possible and
appropriate in relation to national practice and conditions, include--

(a) the needs of workers and their families, taking into account the general level of wages in the country, the cost of
living, social security benefits, and the relative living standards of other social groups;

(b) economic factors, including the requirements of economic development, levels of productivity and the desirability
of attaining and maintaining a high level of employment.

Article 4
1. Each Member which ratifies this Convention shall create and/or maintain machinery adapted to national conditions
and requirements whereby minimum wages for groups of wage earnerscovered in pursuance of Article 1 thereof canbe
fixed and adjusted from time to time.
2. Provision shall be made, in connection with the establishment, operation and modification of such machinery, for full

consultation with representative organisations of employers and workers concerned or, where no such organisations
exist, representatives of employers and workers concerned.

3. Wherever it is appropriate to the nature of the minimum wage fixing machinery, provision shall also be madefor the
direct participation in its operation of --

(a) representatives of organisations of employers and workers concerned or, where no such organisations exist,
representatives of employers and workers concerned, on a basis of equality;

(b) persons having recognised competence for representing the general interests of the country and appointed after full
consultationwith representative organi sationsof employersand workersconcerned, where such organi sationsexist and
such consultation isin accordance with national law or practice.

Article5

Appropriate measures, such as adequate inspection reinforced by other necessary measures, shall be taken to ensure
the effective application of all provisionsrelating to minimum wages.

Article 6
This Convention shall not be regarded as revising any existing Convention.
Article7

The formal ratifications of this Convention shall be communicated to the Director-General of the International Labour
Officefor registration.

Article 8
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1. This Convention shall be binding only upon those Members of the International Labour Organisation whose
ratifications have been registered with the Director-General.

2. It shall comeinto force twelve months after the date on which the ratifications of two Members have been registered
with the Director-General.

3. Thereafter, this Convention shall come into force for any Member twelve months after the date on which its
ratifications has been registered.

Article9

1. A Member which hasratified this Convention may denounceit after the expiration of ten yearsfrom the date on which
the Conventionfirst comesintoforce, by an Act communicated to the Director-General of thelnternational L abour Office
for registration. Such denunciation should not take effect until one year after the date on which it is registered.

2. Each Member which has ratified this Convention and which does not, within the year following the expiration of the
period of ten years mentioned in the preceding paragraph, exercisetheright of denunciation provided for inthisArticle,
will be bound for another period of ten years and, thereafter, may denounce this Convention at the expiration of each
period of ten years under the terms provided for in this Article.

Article 10

1. The Director-General of the International Labour Office shall notify all Members of the International Labour
Organisation of the registration of al ratifications and denunciations communicated to him by the Members of the
Organisation.

2. When notifying the Members of the Organisation of the registration of the second ratification communicated to him,
the Director-General shall draw the attention of the M embers of the Organi sation to the date upon which the Convention
will comeinto force.

Article 11

TheDirector-General of thelnternational L abour Officeshall communicatetothe Secretary-General of the United Nations
for registration in accordance with Article 102 of the Charter of the United Nationsfull particulars of all ratificationsand
acts of denunciation registered by him in accordance with the provisions of the preceding Articles.

Article 12

At such times as may consider necessary the Governing Body of the International Labour Office shall present to the
General Conference a report on the working of this Convention and shall examine the desirability of placing on the
agenda of the Conference the question of itsrevision in whole or in part.

Article 13

1. Should the Conference adopt a new Convention revising this Convention in whole or in part, then, unless the new
Convention otherwise provides:

a) theratification by aMember of the new revising Convention shall ipso jureinvol vetheimmediate denunciation of this

Convention, notwithstanding the provisions of Article 9 above, if and when the new revising Convention shall have
come into force;
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b) as from the date when the new revising Convention comes into force this Convention shall cease to be open to
ratification by the Members.

2. ThisConvention shall inany caseremaininforceinitsactual formand content for those Memberswhich haveratified
it but have not ratified the revising Convention.

Article 14
The English and French versions of the text of this Convention are equally authoritative.

Crossreference: Article 22 of the Constitution of the International Labour Organisation
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Recommendation No. 135: Minimum Wage Fixing Recommendation, 1970

Recommendation concerning Minimum Wage Fixing, with Special Reference to Developing Countries

(Note: Date of adoption: 22 June 1970; Place: Geneva; Session of the Conference:54)

The General Conference of the International Labour Organisation,

Having been convened at Geneva by the Governing Body of thelnternational Labour Office, and having metinitsFifty-
fourth Session on 3 June 1970, and

Noting thetermsof the Minimum Wage-Fixing Machinery Recommendation, 1928, the Minimum Wage Fixing Machinery
(Agriculture) Recommendation, 1951, and the Equal Remuneration Recommendation, 1951, which contain valuable
guidelines for minimum wage fixing bodies, and

Considering that experience in more recent years has emphasised the importance of certain additional considerations
relating to minimum wage fixing, including that of adopting criteriawhich will make systems of minimum wages both an
effective instrument of social protection and an element in the strategy of economic and social development, and

Considering that minimum wage fixing should in no way operate to the prejudice of the exercise and growth of free
collective bargaining as a means of fixing wages higher than the minimum, and

Having decided upon the adoption of certain proposals with regard to minimum wage fixing machinery and related
problems, with special reference to devel oping countries, which isthe fifth item on the agenda of the session, and

Having determined that these proposals shall take the form of a Recommendation,

adopts this twenty-second day of June of the year one thousand nine hundred and seventy, the following
Recommendation, which may be cited as the Minimum Wage Fixing Recommendation, 1970:

I. Purpose of Minimum Wage Fixing

1. Minimum wage fixing should constitute one element in a policy designed to overcome poverty and to ensure the
satisfaction of the needs of all workers and their families.

2. The fundamental purpose of minimum wage fixing should be to give wage earners necessary social protection as
regards minimum permissible levels of wages.

II. Criteriafor Determining the Level of Minimum Wages

3. Indetermining the level of minimum wages, account should be taken of the following criteria, amongst others:
(a) the needs of workers and their families;
(b) the general level of wagesin the country;
(c) the cost of living and changes therein;

(d) social security benefits;
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(e) therelative living standards of other social groups;
(f) economic factors, including the requirements of economic development, levels of productivity and the
desirability of attaining and maintaining a high level of employment.

[11. Coverageof the Minimum Wage Fixing System

4. The number and groups of wage earnerswho are not covered in pursuance of Article 1 of the Minimum Wage Fixing
Convention, 1970, should be kept to a minimum.

5. (1) The system of minimum wages may be applied to the wage earners covered in pursuance of Article 1 of the
Convention either by fixing asingle minimum wage of general application or by fixing aseriesof minimumwages
applying to particular groups of workers.

(2) A system based on a single minimum wage--

(a) need not be incompatible with the fixing of different rates of minimum wagesin different regions
or zones with aview to allowing for differencesin costs of living;

(b) should not impair the effects of decisions, past or future, fixing minimum wages higher than the
general minimum for particular groups of workers.

IV. Minimum Wage Fixing Machinery

6. The minimum wage fixing machinery provided for in Article 4 of the Convention may take avariety of forms, such as
the fixing of minimum wages by--

(a) statute;

(b) decisions of the competent authority, with or without formal provision for taking account of
recommendations from other bodies;

(c) decisions of wages boards or councils;
(d) industrial or labour courts or tribunals; or

(e) giving the force of law to provisions of collective agreements.

7. Theconsultation providedfor in paragraph 2 of Article4 of the Convention shouldinclude, in particular, consultation
in regard to the following matters:

(a) the selection and application of the criteriafor determining the level of minimum wages,

(b) the rate or rates of minimum wages to be fixed,;

(c) the adjustment from time to time of the rate or rates of minimum wages;

(d) problems encountered in the enforcement of minimum wage legislation;

(e) the collection of dataand the carrying out of studiesfor theinformation of minimum wagefixingauthorities.

8. In countries in which bodies have been set up which advise the competent authority on minimum wage questions,
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or to which the government has delegated responsibility for minimum wage decisions, the participation in the operation
of minimum wage fixing machinery referred to in paragraph 3 of Article 4 of the Convention should include membership
of such bodies.

9. The persons representing the general interests of the country whose participation in the operation of minimum wage
fixing machinery is provided for in Article 4, paragraph 3, subparagraph (b), of the Convention should be suitably
qualified independent persons who may, where appropriate, be public officials with responsibilities in the areas of
industrial relations or economic and social planning or policy-making.

10. Totheextent possiblein national circumstances, sufficient resourcesshould be devotedtothecollection of statistics

and other data needed for analytical studies of the relevant economic factors, particularly those mentioned in Paragraph
3 of this Recommendation, and their probable evolution.

V. Adjugment of Minimum Wages

11. Minimum wage rates should be adjusted from time to timeto take account of changesin the cost of living and other
economic conditions.

12. Tothisend areview might be carried out of minimum wage ratesinrelationto the cost of living and other economic
conditions either at regular intervals or whenever such areview is considered appropriate in the light of variationsina
cost-of-living index.

13. (2) In order to assist in the application of Paragraph 11 of this Recommendation, periodical surveysof national
economic conditions, including trends in income per head, in productivity and in employment, unemployment
and underemployment, should be made to the extent that national resources permit.

(2) The frequency of such surveys should be determined in the light of national conditions.

VI. Enforcement

14. Measures to ensure the effective application of all provisionsrelating to minimum wages, as provided for in Article
5 of the Convention, should include the following:

(a) arrangements for giving publicity to minimum wage provisions in languages or dialects understood by
workers who need protection, adapted where necessary to the needs of illiterate persons;

(b) the employment of a sufficient number of adequately trained inspectors equipped with the powers and
facilities necessary to carry out their duties;

(c) adeguate penalties for infringement of the provisions relating to minimum wages;

(d) simplification of legal provisions and procedures, and other appropriate means of enabling workers
effectively to exercise their rights under minimum wage provisions, including the right to recoveramounts by
which they may have been underpaid;

(e) the association of employers' and workers' organisationsin efforts to protect workers against abuses;

(f) adequate protection of workers against victimisation.

Cr 0OSssr ef €r encCes:. Minimum WageFixing Machinery Recommendeation, 1928; Minimum Wage Fixing Machinery (Agriculture) Recommendation, 1951; Equal Remuneration Recommendation, 1951.
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APPENDIX B

Survey of the Literature and Other Sources of Infor mation
on the Extent to Which Workers Wages Meet Their Basic Needs

Early History

The current attempts to define awage rate that would provide an* acceptable’” standard of livingwhichis
above theminimum required for biologica existence go back at least to the Middle Ages. The origin of the
concept of a“fair and decent” wage was dready present in the Middle Ageswherewages and priceswere
not market determined but adminigratively st in a manner consstent with community vaues. Since this
assessment about fair wages and prices was made “under the immediate and powerful influence of mora
and rdigious teaching,”! it incorporated the dominant ethical ideds of the time.

The concept thet thereis somewageleve above biologicd subs stencethat isnevertheless* necessary” can
be found in the earliest of economicwritings. Adam Smith stated in his 1789 treatise Wealth of Nations:?

By necessaries | understand, not only the commaodities which are indispensably necessary for the
support of life, but whatever the custom of the country rendersit indecent for creditable people, even
of the lowest order, to be without...Under necessaries therefore, | comprehend, not only thosethings
which nature, but those things which the established rules of decency have rendered necessary to

the lowest rank of people.

In the United States and the United Kingdom, skilled workers and their unions played amgor rolein the
deve opment of theliving wage concept during the nineteenth century.® 1n some countries, religious leaders
aso played an important role. Joseph Cook, aminister, delivered severa lecturesin 1877 and 1878 that
made a digtinction between “ sarvation wages’ and “natural wages’ or “just wages.” He determined what
he thought were the necessary requirementsfor afamily and specified the yearly income needed to achieve

1 John Ryan, A Living Wage: Its Ethical and Economic Aspects (New Y ork: MacMillan, 1906, third printing
1912; reprinted edition, New Y ork: Arno and the New Y ork Times, 1971), p. 99.

2 Adam Smith, An Inquiry into the Nature and Causes of the Wealth of Nations, fifth edition of 1789, edited
by Edwin Cannan (New Y ork: Modern Library, 1937), pp. 821-822.

3 See Lawrence B. Glickman, A Livi ng Wage: American Wor kersand the Making of Consumer Society (Ithaca,
NY: Cornell University Press, 1997), especialy pp. 62-66.
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that standard of living.* The importance of the notion of a living wage in Roman Catholic socid
thought—especidly within Latin America—was epitomized by papa encyclicas Rerum Novarum (1891)
and Quadragesimo Anno (1931).°

During the first decade of the twentieth century, educators, religious and civic leeders, and philanthropic
organizations became interested in determining what the minimum income level was for an minimaly
acceptable American living sandard.  The investigators used their own assessment to determine what
physical quantities of goods defined a living standard that was acceptable. Family budgets for severa
different levels of well-being were developed for personsliving in selected cities, some of the higher living
standards included items such as insurance, savings, vacations, reading materia, and cultura expenses.
Some of these higher working-class living standards were referred to as &‘fair living wage.”®

In 1906, Father John Ryan published abook entitled A Living Wage; Its Ethical and Economic Aspects
which argued for a “living wage’ that alowed “a decent livelihood for the adult male laborer.” Ryan
proposed that a living wage would alow incomefor not only food, clothing, and afive room dwdling, but
a so education for four or five children, periodicas, recreation, labor union dues, church contributions, and
savings for sickness and old age.” He determined the dollar vaue of a living wage by specifying the
required dollar expenditures (but not the exact physica quantities) for 17 types of commodities.

Since tha time, numerous studies have attempted to determine the income necessary to achieve a “fair”
standard of living. These studies have been amilar, in that they were based on aliving sandard higher than
mere subsstence and one that would adlow for the “development and satisfaction of human attributes.”
These sudies generdly specified the items necessary to obtain this sandard of living, determined their
prices, and calculated the total costs required to obtainthoseitems. The authors gave theseincomelevels
various names such as*“safe normd living codt,” “minimum comfort level,” or “fair sandard of living.” As
withthe estimates of living wagestoday, there was never any agreement on specifically what itemsand what
quantities were required in order to obtain an “adequate’ living sandard. Some of the more significant
studies conducted during the early part of this century include those by More (1907),2 Worcester and

4 Joseph Cook,Boston Monday Lectures. Labor with Preludeson Current Events (Boston: Houghton Osgood
and Company, 1880).

5 Gerald Starr, Minimum Wage Fixing: An International Review of Practices and Problems (Geneva:
International Labour Office, 1981; third printing with corrections, 1993), p. 8.

® Gordon M. Fisher, “ From Hunter to Orshansky: AnOverview of (Unofficial) Poverty LinesintheUnited States
from 1904 to 1965,” Poverty Measurement Working Papers (Washington: U.S. Census Bureau, 1997).

7 John Ryan, A Living Wage: Its Ethical and Economic Aspects (New Y ork: MacMillan, 1906, third printing
1912; reprinted edition, New Y ork: Arno and the New Y ork Times, 1971), pp. 134-136.

8 |ouise Bolard More, Wage Earners Budgets: A Study of Standards and Costs of Living in New York City
(New York: Henry Holt and Company, 1907).
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Worcester (1911-1929),° Nearing (1913),%° Rowntree (1918),'* Ogburn (1919), the Australian Royal
Commission on the Basic Wage (1919-1920),*® and Marsh (1943).1

Usng adightly different approach, Warren and Sydendtricker (1916) studied the budgets of a number of
households a different income levels and determined the point a which an income leve actudly reached
theleve for anadequatedietary subsitenceleve.’> Similarly, Lauck and Sydenstricker (1917) determined
the income level bdow which infant mortality increased significantly.’®  Jones made an early ditinction
between the poverty-line living standard, which he argued was more appropriate for a family on public
assigtance, and a*human needs’ stlandard of living, whichwas more gppropriate for working familiesthat
were salf-supporting.t’

In 1919, the U.S. Bureau of Labor Statistics (BLS) published a “quantity budget” referred to as “the
minmum of hedlth and comfort leve” that would dlow a government employee with afamily of fiveto live

° Daisy Lee Worcester, Grim the Battles: A Semi-Autobiographical Account of the War Against Want in the

United States During the Fir st Half of the Twentieth Century (New Y ork: Exposition Press, 1954). Daisy LeeWorcester
and her husband Wood Worcester provided estimates of a“fair standard of living” for the early part of the twentieth
century and arenotablein that they (1) attempted to determineif children needed to work to attain that level, and (2) used
the diet of the federal prison in Atlantato determine the food component.

10 scott Neari ng, Financing the Wage-Earner’'s Family: A Survey of the Facts Bearing in Income and
Expenditure in the Families of American Wage-Earners (New Y ork: B.W. Huebsch, 1913).

11 Seebohm Rowntree, The Human Needs of Labour (London: T. Nelson & Sons Ltd., 1918).

12 william Ogburn, “Measurement of the Cost of Living and Wages,” Annals of the American Academy of
Political and Social Science, Vol. 81 (January 1919), pp. 110-122.

13 Described in Gordon Fisher, “Is There Such a Thi ng as Absolute Poverty Line Over Time? Evidence from
the United States, Britain, Canada, and Australia on the Income Elasticity of the Poverty Line,” Poverty Measurement
Working Papers (Washington: U.S. Census Bureau, 1995), pp. 32-33.

14| eonard C. Marsh, Report on Social Security for Canada (Ottawa: Edmond Cloutier, 1943).

15 Gordon M. Fisher, “From Hunter to Orshansky: An Overview of (Unofficial) Poverty Lines in the United
States from 1904 to 1965,” Poverty Measurement Working Papers (Washington: U.S. Census Bureau, 1997), p. 22.

16 Jett Lauck and Edgar Sydenstricker, Conditions of Labor in American Industries: A Summarization of the
Results of Recent Investigations(New Y ork: Funk and Wagnalls, 1917).

17 Caradog Jones, Cost of Living Of Representative Working Class Families (Liverpool: University Press of
Liverpool, 1941).
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alife characterized by “ health and decency.”*® Thisstudy was conducted for the U.S. Congressiond Joint
Commissionon Reclassification of Sdaries. The budget alowed for food sufficiency; respectable clothing;
sanitary housing; medical and dentd care; insurance covering degth, disability, and fire; occasond movies,
street car fares; church contributions; labor dues; a daily newspaper; Christimas gifts; and a minimum of
essential sundries; but not for savings, vacations, or books. Two lower living standards were aso
estimated. The budgets were estimated using afull market basket gpproach and assumed that there was
only one breadwinner in ahousehold and their dwelling wasrented. In 1920, BL S estimated a budget for
aworkingman's family and published theresultsin a1920 Monthly Labor Review article, which detailed
al the items that were thought necessary to achieve this standard of living.*°

During the Great Depression of the 1930s, the focus of the budget studies undertaken by the U.S.
government began to concentrate on “emergency” living standards® While adequate standard of living
levels were il estimated, the studies also attempted to determine how reductionsin these levels might be
made in emergency conditions with the least harm.

In 1945, the Labor and Federal Security Subcommittee of the Committee on Appropriations of the U.S.
House of Representatives directed BLS*to find out what it costsaworker’ sfamily toliveinthelargecities
of the United States.” A Technicd Committee was formed which used BLS family expenditures studies
conducted between 1929 and 1941 to derive a set of budgets?* The Committee attempted to determine
budgets in a more “scientific” manner than the earlier market basket gpproaches which were dependent
onthe“judgements’ of the researcher. For the food and housing portions of the budget, studies of actud
budgetswere used to determine theincomeleve at which consumersactualy purchased what was deemed
to be adequate based upon scientific andyss. The nutritiona standard for food was based on the 1945
alowances recommended by the Nationa Research Council, but the sdlection of specific foods to meet
these standards was made from a 1941 BL'S expenditure survey. In a like manner, specifications for
hedthful housing were formulated by the American Public Hedth Associaion. The balance of the budget
was st at aleve suchthat families spent dl their income; if there were savings, it was assumed that income
was more than was necessary, while if there was dissaving, it was assumed that consumption at that level
of income was unacceptable. The estimated budgets provided a full market basket of goods required to
atain an “adequate but moderate’ living standard—Ilike the previous BLS estimated budgets of the

18 Bureau of Labor Statistics, “ Tentative Quantity-Cost Budget Necessary to Maintain Family of Five in
Washington, D.C.,” Monthly Labor Review, Volume 9, No. 6 (December 1919), pp. 22-29.

19 Bureau of Labor Statistics, “ Minimum Quantity Budget Necessary to MaintainaWorker’ sFamily of Fivein
Health and Decency,” Monthly Labor Review, Volume 10, No. 6 (June 1920), pp. 1-18.

20 Margaret Loomis Stecker, Quantity Budgets of Goods and Services Necessary for a Basic Maintenance
Standard of Living and for Operation Under Emergency Conditions (Washington: Works Progress Administration,
1936).

21 U.S. Bureau of Labor Statistics, Workers Budgetsinthe United States: City Familiesand Single Persons,
1946 and 1947, BLS Bulletin 927 (Washington: U.S. Government Printing Office, 1948).
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1920s—but derived instead from expenditure surveys. The budgets estimated in the 1940s assumed a
four-personfamily (instead of thefive-person family used inthe 1920s) and were estimated for 34 different
cities. Using smilar concepts and methodology, a “modest but adequate” standard of living was aso
estimated for a couple age 65 or older, a March 1946 and June 1947 prices, living in 8 large cities??
These budgets were updated annually for price changes between 1946 and 1951.

In 1959, BLS prepared budgets for 20 large cities using a smilar methodology, but updated usng the
BLS s Survey of Consumer Expenditures during the 1950s and price data from 1959.2 While the food
and shelter components continued to be based upon “expert” opinion with regard to the expenditureleve
necessary to reach this standard as derived from expenditure surveys, the quantities of other items were
derived more directly from expenditure surveys, which reveded the income level a which the rate of
increase in quantities purchased for various goods began to decline in relaion to the rate of change in
income, i.e,, the point of maximum eagticity, where it was assumed that increasng elagticity indicates
increasing urgency of demand and decreasing eadticity indicates decreasing urgency. The average number
and kind of items purchased at these expenditure levels were the quantities and qudities specified for the
budget. Besides the family budgets, a“modest but adequate” budget was also estimated for a couple 65
or older.?*

The methodology for determining these budgets was reviewed in 1963, but only minor changes were
suggested.® In 1966, budget levels for 39 cities were determined using 1960s Surveys of Consumer
Expenditure and revised Department of Agriculture food plans?® The 1966 budget used a sSimilar
methodology as the budgets ca culated in the 1940s and 1950s, with minor technica refinements athough
adjustments were made for changing consumption patterns.

In 1978, the Bureau of Labor Statistics contracted with the Ingtitute for Research on Poverty at the
University of Wisconsin to recommend revisionsin the Family Budget Program, which had been providing
estimates for expenditure levels (or baskets of goods) needed to atain severd different levels of living
gtandards since the late 1940s. These baskets had been updated periodicaly using information from the

2y.s. Department of Health, Education and Welfare, Social Security Administration, “ A Budget for an Elderly
Couple,” Social Security Bulletin (February 1948), pp. 4-12.

2 Helen H. Lamale and M argaret S. Stotz, “ Thelnterim City Worker’ sFamily Budget,” Monthly Labor Review
(August 1960), pp. 785-808.

24 M argaret S. Stotz, “ The BL S Interim Budget for aRetired Couple,” Monthly Labor Review (November 1960),
pp. 1141-1157.

25 U.S. Bureau of Labor Statistics, Report of the Advisory Committee on Standard Budget Research
(Washington: U.S. Government Printing Office, June 1963).

26 .S, Bureau of Labor Statistics, Ci tyWorker’ sFamilyBudget: For aModerateLiving Standard, BLSBulletin
No. 1570-1 (Washington: U.S. Government Printing Office, Autumn 1966).
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Consumer Expenditure Survey. By 1980, three different expenditure levels (or sandards of living) were
edimated. The Ingtitute’ sreport recommended that four levels be estimated (in order of their expenditure
leve): socid minimum standard, lower living standard, prevailing family standard, and sociad abundance
standard.?” The prevailing family standard was the conceptua descendant of the previous “intermediate
budget” and defined a “modest but adequate’ living standard or a leve tha “affords a family [the] full
opportunity to participate in contemporary society, and enjoy the basic options it offers” More
importantly, the report recommended discontinuing the methodology of specifying the market basket of
goods required for a certain living standard, and replacing it with arelative income method, using nationd
expenditure data collected from the Consumer Expenditure Surveys. Under the relative income method,
the prevailing family standard was defined as the median expenditure level for atwo parent-family of four.
Once the overdl expenditure level was determined, expenditures by major categories were derived from
the Consumer Expenditure Survey based upon how the average household (at that expenditure level)
actualy spent itsincome. The report concluded “that the main daimed advantage of lists of quantities of
goods and services—that such alists assure the meeting of authoritatively established needs—wasin fact
illusory.”?® The report also explored the theoretical and practica possibility of deriving genuine scientific
market baskets, but no promising new approach was discovered. The report concluded that the relative
income approach was more democratic, Snceit alowed ordinary people, and not experts, to determine
what is needed to attain an adequate living standard.

The recommendations in the Ingtitute' s report were never implemented by BLS; the BL'S program for
calculating budgets was diminated as part of ageneral budget reduction in 1982.2° A find update of the
family budgets was published in April 1982, using the established methodology; adjustment factors were
provided for different family Szes and different cities.

Besidesthe BL S program discussed above, therewerefew other studies of living wageissuesin the 1940s
and 1950s. 1n 1962, areport by the Conference on Economic Progress provided income requirements
for various standards of living which were above the deprivation level that included a “deprivation-
comfort,”“comfort-affluence,” and “ afluent or higher” levels® Within academic circles, Lama e discussed
how the concept of income adequacy had changed from 1860 to 1958. She pointed out that the
“subsistence” concept used during the period 1860 to 1900 gave way to the “living wage’ concept during

2" Harold W. Watts, Special Panel Suggests Changesin BL S Family Budget Program,” Monthly Labor Review
(December 1980), pp. 3-10.

28 Harold W. Watts, “ Special Panel Suggests Changesin BL S Family Budget Program,” Monthly Labor Review
(December 1980), p. 8.

29 Bureau of Labor Statistics, “Autumn Urban Family Budgets and Comparative Indexes For Selected Urban
Areas,” Department of Labor News, 82-139 (April 16, 1982).

30 Conference on Economic Progress, Poverty and Deprivation In the United States: The Plight of Two-Fifths
of a Nation (Washington: Conference on Economic Progress, April 1962).
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the period 1900 to 1935 and eventually to the “socid” concept from 1935t0 1958.3! 1n 1962, Bourneuf
raised the issue of the need to determine a “living wage’ that would alow decent housing, good food,
medica care, and savings for old age and emergencies.®

Recent Studies and Other Sources of Information: An Annotated Bibliography

The following presents an annotated bibliography of a cross-section of recent studies and other sources
of information on the issue of aliving wage:

ACORN (Asociaion of Community Organizations for Reform Now), Living Wage web Stes:
<http:/Mmww.acorn.org> and <http://Aww.livingwagecampaign.org>.
This organization has been a the forefront of the municipa living wage movement in the United
States. Theweb Stes provide an up-to-date listing of the status of municipa ordinances and their
provisions and regponses to arguments againgt living wage ordinances.

Arthur D. Little, Inc., Fourteenth Report on the Sgnatory Companiesto the Statement of Principles
for South Africa (Cambridge, MA: Industry Support Unit of Arthur D. Little, 1990).
Discusses the Statement of Principles for South Africa, a voluntary business code for firms
operating in South Africa & that time. The “minimum living level”—cdculated by the Universty
of South Africa—and the *“household subsistence level”—calculated by the University of Port
Elizabeth—use a market basket approach to determine the required wage levels for compliance
with the minimum wage requirement thet is part of the Statement of Principles.

Cdzni, Derek, Jake Odden, Jean Tsa, Shawna Huffman, and Steve Tran, Nike Inc.: Survey of

Vietnamese and I ndonesian Domestic Expenditure Levels, Fidd Study in Internationd Business, Amos

Tuck School, Dartmouth College, November 1997.
Andyzes the adequacy of NIKE contract factory wages in Indonesia and Vietnam. NIKE
workers were interviewed to determine how much they actudly spent each month on essentiad
items, which included food, housing, clothing, utilities, communication, and hedth care. Reported
wages were then compared to total expenditures for essentia items. The study concluded that
NIK E workersin both countries earn wages a or above government-mandated wages, and these
wages permitted workers to generate discretionary income in excess of what is required for
essentid items. 1n both countries, approximately 40 percent of average reported wages of NIKE
workers was available for discretionary expenditures. In Indonesia, the costs of purchasing a
typica basket of basic food items were found to be similar to the reported expenditures for food

3lHelenH. Lamale, “ Changes|n Concepts Of Income Adequacy Over TheLast Century,” American Economic
Review (May 1958), pp. 291-299; and discussion by Frank Notestein, pp. 300-302, and Meredith B. Graves, pp.302-304.

32 Alice Bourneuf, “Comment on Goldsmith ‘ Low-Income Families and Measures of Inequality’,” Review of
Social Economy, Val. 20, No. 1 (March 1962), p. 20.
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by NIKE workers. In both countries, there are sgnificantly more applicants than factory positions
avalable. The study concludes that NIKE is perceived as an dtractive place to work.

Carvaho, Soniya, and Howard White, “ Combining the Quantitativeand Qualitative Approachesto Poverty
Measurement and Andlys's” World Bank Technical Paper, No. 366 (Washington: World Bank, 1997).

Highlights the key characterigtics of the quantitative and quditative approaches to poverty
measurement and anadys s, examinesthe strengths and weaknesses of each gpproach, and analyzes
the potentia for combining the two approaches in andytical work on poverty. Concludes that a
combination of the two approaches is more desirable than reliance on either gpproach separately.
The quantitative gpproach defines poverty usng income or consumption measures, while the
quditative approach alows the community being studied to define poverty. The two gpproaches
can reach opposite conclusions. For example, athough per capita fell between 1963-66 and
1982-84 in two villages in Rgasthan, India, researchers using a qualitative gpproach concluded
that the households were better off, based upon their actuad consumption of food types such as
vegetables, their possession of items such as shoes and radios, and the availability of education.

Center for Reflection, Education and Action (CREA), In Whose I nterest: Using the Purchasing Power
Index to Analyze Plans, Programs and Policies of Industrialization and Development in Haiti
(Hartford, CT: CREA, February 1996).

Presents the results of amarket basket survey of basic food items that was conducted in various
citiesin Haiti during 1992 to 1995. Discusses the adequacy of Haitian wages (both existing and
propased minimum wages) in meeting these basic needs. Discussesthe need for wagesto provide
morethan themost bas ¢ food needsto reduce manutrition, infant mortdity, illness, retarded menta
development, etc. Makes cdculaionsfor the minutes of work needed to buy basic food Suffs;
uses apurchasing power index methodology. Comparesthetime required to buy basic food stuffs
udng actua minimum wages, a lower Tripartite Commission-recommended wage, and two
minimums proposed by President Arigtide which are higher than the actud minimum. The report
suggests other items that need to included in the market basket, but are not included in this study.

Commission for the Verification of Corporate Codes of Conduct (COVERCO), Maquilas and Cost of
Living in Guatemala (Bdtimore: Marianist Brothers and Priests, Office of Justice and Peace, October

1998).

Thisstudy providesan overview of the 250 Guatema an maguilas which employ more than 50,000
workers and yield over US$350 million in revenues. Data on the size distribution of the maquilas
are provided. Demographic and wage information is provided for Guatemaa s workers. Some
of the information comes from officia sources and some from interviews performed for the study.
Cdculations by the Bank of Guatemaa are provided for the income leve of poverty (Canasta
Basica Vital - Basc Goods and Services) and the income level of extreme poverty (Canasta
Basica de Alimentos -Basic Food Basket) for 1994 to 1998, which were made using a basket
of goods gpproach. The study makes no independent caculations. The distribution of incomes
earned by maquilaworkers is provided and compared to these poverty measures. Generdly a

B-8



two-worker family of five can make more than the BFB leve of income, but less than that of the
BGS; however, a sole breadwinner with afamily of five would be living in extreme poverty.

Council on Economic Priorities Accreditation Agency (CEPAA), Guidance Document for Social

ACCOUNTABILITY 8000 (New York: CEPAA, 1998); web site: <http://www.cepaa.org>.
Explains the SA 8000 standard and itsimplementation, provides examples of methodsfor verifying
compliance, and serves as a handbook for auditors and for companies seeking certification of the
standard. The SA 8000 uses a food market basket extrapolation approach. The SA 8000
explicitly states that the food basket must provide 2,100 caories per day. CEPAA’slivingwage
formula adjusts for the number of wage earnersin afamily unit and alowsan additiona 10 percent
of income for discretionary purposes in addition to the cost of abasic food basket.

Employment Policies Ingtitute, Washington, DC; web ste: <http:/Amww.epionline.org>.
Provides information on estimated living wage levels for alarge number of Sates and citiesin the
United States. Discusses the negative impact living wages may have on low-skilled employeesby
locking them out of the job market.

Fisher, Gordon M., “From Hunter to Orshansky: An Overview of (Unofficia) Poverty Linesin the United

Statesfrom 1904 to 1965,” Poverty Measurement Wor king Paper s (Washington: U.S. Census Bureau,

1997); web site: <http://www.census.gov/hhes/poverty/povmeas/papers/>.
Describes the history of American poverty lines and how market baskets were used to specify a
given leve of wdl-being. Argues that the drawing of poverty lines is not merdly a technica
economic exercise, but dso a socid process. Concludes that: (1) there is no such thing as an
absolute poverty ling; (2) hypothetical food budgets are an unsatisfactory means of determining the
leve of food expendituresthat ared family requires, (3) poverty lineshave usudly been developed
by advocates of the disadvantaged rather than socia scientists; and (4) economists did not get
involved in poverty line sudies until the War on Poverty in 1964.

Fisher, Gordon M., “Is There Such a Thing as an Absolute Poverty Line Over Time? Evidence from the
United States, Britain, Canada, and Austrdia on the Income Eladticity of the Poverty Ling” Poverty
Measurement Working Papers (Washington: U.S. Census Bureau, 1995); web dSte
<http://Amww.census.gov/hhes/poverty/povmeas/papers/>.
Provides a comprehensive analysis of how the concept of poverty has evolved through time.
Concludes that the definition of absolute poverty is not absolute, but very dependent on the
standard of living a the time and refers to this tendency as the income eagticity of poverty.
Describes in detail alarge number of studies of poverty and living sandards. Since some of the
living sandards andyzed were higher than a basic subsistence poverty leve, they are amilar to a
living wage standard of living. Suggedts that the living wage as well as the poverty leve increase
at gpproximately the same rate asthe generd standard of living. This has been true historicaly not
only for the United States, but also for Britain, Canada, and Audtraia. Discussesthe history of the
development of the U.S. officid poverty line and argues that the fixing of this poverty linein red
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terms since 1969 has been amgor historicad anomaly.

Global Exchange, Wages and Living Expenses for Nike Workersin Indonesia (San Francisco: Global

Exchange, 1998); web ste: <http://mww.globaexchange.org>.
Describes research on wage levels for NIKE workers in Indonesia after the economic crisgsin
1997. Approximately 50 interviews with NIK E workers were conducted to determine how their
standard of living had been affected by the criss. The study finds that NIKE workers suffered a
sgnificant fal inreal income between 1997 and 1998. In addition, it concludesthat NIKE workers
are not making aliving wage based upon a market basket approach. The study provides afairly
detailed market basket made up of food, fud, kitchen equipment, and clothing and then adds 15
percent to cover miscellaneous additiond expenditures. The basket is specified usng physica
quantities of items (e.g., 12.6 kg of rice per month, 2 T-shirts per year, etc.) and their cogs at the
time of the survey.

Jobs with Justice, Washington, DC; web Ste: <http:/Aww.jwj.org>.
Discusses the living wage for U.S. workers and compares it to the prevailing wage.

Kuttner, Robert, “Boston’ s Living Wage Law Highlights New Grassroots Effortsto Fight Poverty,” 1997;
web ste of Economic Policy Network, <http:/Aww.epn.org>.
Discussesthe living wage movement by U.S. cities, with particular emphasison Boston. Suggests
that living wages discourages privatizations intended to cut wages.

Maggs, John, “In Some Citiesa‘Living Wage Prevails” National Journal (February 6, 1999), pp. 352-
353.
Discussesthemovement by citiesinthe United Statesto adopt living wages above current minimum
wages. Focuses on Badtimore, Maryland, and discusses the fact that workers (with children)
currently making the minimum wage are below the poverty line.

Nationa Labor Committee, Behind Closed Doors: The Workers Who Make Our Clothes (New Y ork:

National Labor Committee, 1998).
Reports the results of an investigation by students from a number of universties who traveled to
Central America(El Sdvador, Honduras, and Nicaragua) to investigate the conditions under which
appardl, some bearing college logos, is produced. Documents interviews with workers in the
factories, aswdl asthosewith loca human rights, women's, religious, and |abor groups. Findsthat
workers in these plants do not make a living wage, as defined by the NGOs they interviewed.
Concludes that students should pressure their universities to adopt codes of conduct for apparel
sold with their university logos. Proposes that codes of conduct should include the right of the
workers to organize unions, public disclosure of where the items are being made, and payment of

living wages.
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Nationd Priorities Project (NPP), Working Hard, Earning Less: The Sory of Job Growth in America

(Northampton, MA: Nationa Priorities Project, 1998); web site: <http://www.natprior.org>.
Provides an overview of the methodology used by the National Priorities Project to estimateliving
wages. The living wage in the United States for a two-parent family of four is estimated to be
US$32,185in 1998. Slightly different living wage estimates are provided for the different sates
snce the cogt of living varies by date; for example, the living wage for Massachusetts is
US$38,489 and US$30,037 for Ohio. These living wage estimates are aso used by Jobs for
Justice.  The NPP living wage cdculation uses a modified full basket of goods approach.
However, a detailed basket is not specified and then priced, instead expenditure estimates are
obtained for severd broad categories from different sources. The food expenditure is a dollar
figure calculated by the U.S. Department of Agriculture. The housing expenditure uses the 40"
percentile of rents asreported in the U.S. Department of Housing and Urban Development’ s Fair
Market Rent Survey. The cogt of daycare comes from an estimate provided by the Children’'s
Defense Fund. Transportation, clothing, and persona expenses are derived from the Bureau of
Labor Statistics Consumer Expenditure Survey asto what istypica of lower income households.

Nolan, Justin, Living Wages: A Corporate Responsibility ?, Master Thess, Univeraty of Cdifornia a

Berkeley (May 1998).
Describes and evad uatesfour different methods which have been used by othersto calculatealiving
wage: (1) basic needs assessment; (2) market basket survey; (3) unit labor costs, and (4) wage
comparison. Findsthat NGOs prefer thefirst two, sincethey directly addressthe question of what
income is necessary to satisy the basic needs of workers. Concludesthat NGOs do not support
the use of the latter two methods, since they do not address worker needs athough they do
provideinteresting cross-sectiona or historical comparison of wages. Suggeststhat some factors
which should be congidered in determining amethod of caculating aliving wage: (1) isit precticd
to caculate and monitor; (2) will it enhance a company’s socidly responsible reputation; and (3)
can firms afford to pay the cdculated wage?

Pakistan Government Planning Commission, Report of the Working Group on Poverty Alleviation for

the Ninth Five Year Plan (1998-2003) (Idamabad: Government of Pakistan, April 1998).
Describesthe natureand leve of poverty in Pakistan. Discussesanumber of different gpproaches
for the estimation of poverty, but concludes that the use of a calorie norm is the most suitable for
defining the poverty line. The Planning Commisson defines the poverty line based on minimum
daly cdorie need of 2,550 calories per rura adult or 2,230 per urban adult; approximeately one
fourthof the populationisbeow thisleve. Thedifferent levelsof calorierequirementsfor rurd and
urban areas were established based upon the nature of activities performed. The recommended
level of cdorieintakeis converted into afood poverty line by using the “ca orie food consumption
function” which involves regressng cdorie intake on food expenditure and identifying the
expenditure consstent with the required level of cdorie intake. The cogts of other basic needs
(besides food) incorporated into the poverty line are determined by looking at the expenditures
on other itemsof income groupswith food consumption a theminimum calorieleve. ThePlanning
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Commission discusses some of the advantages and disadvantages of a calorie norm in its chapter
on poverty dleviaion for the Ninth Five Y ear Plan (1998-2003). The calorie norm isviewed as
arather restricted conception of poverty, partly because the minimum caorie requirement varies
withaperson’ sweight, state of hedlth, and level of activity; neverthelessthe approach focuseson
the mogt critical symptom of poverty, i.e., persastent hunger, and is reliable and conagtent. The
cdorie norm aso fails to consider access to other amenities, such as employment, productive
assets, safe drinking water, schools, medical facilities, sawerage, and housing. When these items
are included, poverty appears more widespread; for example 60 percent of the population does
not have safe drinking water, 62 percent of adults are illiterate, and 61 percent has no sanitation
fadlity.

Peace and Justice Center, “ LivableWage Campaign,” Burlington, VT; web site: <http://www.igc.org/psc>.
Discusses the living wage movement in Vermont. Finds that the living wage in Vermont varies
between US$7.98 an hour for a single person to US$19.82 for a two-parent two-child family,
compared to the minimum wage of US$5.00 an hour. Caculates aliving wage after determining
the basic needs (using afull market basket approach) for fivefamily sizes. Itemsincluded expenses
for food, housing, child care, transportation, hedth care, clothing, household and persona
expenses, insurance, and taxes.

Philippines Nationa Wages and Productivity Commission (NWPC), Devel opment of Methodol ogy for

Estimating Living Wage (Manila Nationd Statigics Office/Statisticd Research and Traning

Center/NWPC, 1999).
Provides the methodology and results of an analyss of a Philippines living wage by the Nationd
Statigtics Office (NSO) and the Statistical Research and Training Center (SRTC) which were
commissioned by the Nationa Wages and Productivity Commission (NWPC). Since the 1987
Philippine Conditution providesthat workersshall be entitled to aliving wage and the Republic Act
No. 6727 providesthat the demand for aliving wage shdl be one of thedeven criteriafor minimum
wage fixing, the NWPC has had to define the term and compute aliving wage. The NWPC uses
the extrapolated food basket approach to estimate living wages for different regions in the
Philippines. Generdly, it is concluded that more than one worker must work (at the minimum
wage) in order for afamily to atain afamily living wage. The report rasestheissue of whether the
family living wage should be aminimum wage since many familieshave morethan onewage earner.

Pallin, Robert and Stephanie Luce, The Living Wage: Building a Fair Economy (New Y ork: The New

Press, 1998).
Anadvocacy piecethat providesan in-depth look at theliving wage movement in the United States
inthe 1990s. Concentrates on the municipa living wage proposas. Discussesthe reasonsfor the
livingwage movement (falling red wages since 1973 and afdling red minimum wage snce 1968),
the rationde for concentrating a the municipa leve (politica feashility), the cods to cities of
implementing living wages (average contractors cogts estimated to rise by only one percent in Los
Angdes), thedifferencesinthecity ordinances, and who benefitsfrom living wages (primarily those
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who recaiveit).

Rothgtein, Richard, Devel oping Reasonable Standards for Judging whether Minimum Wage Levels

in Developing Nations Are Acceptable (Washington: Economic Policy Inditute, 1996).
Examinesvariousdimensonsof theliving wageissue. Arguesthat an internationa labor standards
regime cannot expect smilar minimum wage standards in nations with different levels of
development, but can (or should) require nations to adopt minimum wage levels which are
“appropriate” to their level of development. Suggests that an expectation of an acceptable
minmumwage level hasbeen incorporated into U.S. trade law, but has not been enforced because
there is no workable standard by which “acceptable’ can be judged. Argues that there is no
definitive method to determine “acceptable,” but proposes avariety of less exact methods which
can be used to make that judgement. Proposed methods, which should be reasonable,
internationaly uniform, and trangparent, include that the minimum wage should: (1) equdize unit
production cogts in appard export industries, with possible adjustments for the level of
development; (2) provide income to purchase a subsistence basket of goods, and (3) be smilar
to the minimum wages of currently developed nations when they were at smilar levels of
development. Usesthis latter method to compare historica minimum wages in the United States
to those currently in Chile, Dominican Republic, and Mexico; he finds that U.S. minimum wages
werethreeor four times higher than those currently in Chile or Mexico, when the United Stateswas
at asmilar leve of development. The study argues that the objective of internationa labor
gtandards should be to achieve a more equd digtribution of income in the devel oping nations and
restrain capita flowsto the devel oping nations, whose motivation isto take advantage of low labor
costs.

Sthilling, David, “Maquiladora Workers Deserve a Sustainable Living Wage,” Interfaith Center on
Corporate Responsibility Brief, Vol 23, No. 10 (1995).
Discusses the need for a living wage for the Mexican maquiladora workers.  Argues that
corporations have a responshility to pay aliving wage and argues that a living wage is a human
right.

Sweatshop Watch, Oakland, CA; web page: <http://www.sweatshopwatch.org>.
Thisweb page maintains information on the living wage issue, with regular updates on the latest
developments and initiatives related to diminating sweatshops. Discusses the market basket
goproach in caculating aliving wage.

Sweeney, John, “How about earning $8.56 an hour?” Miami Herald: International Edition (February
19, 1999), p. 11a.
Argues that communities need to adopt living wages. Discusses poverty in Miami and the history
of the living wage issue a the community leve.
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The Trade Partnership, International Child Labor: Options for Action (Washington: Nationd Retall
Federation and Nationa Retal Ingtitute, December 1997).
Edtimates that workers in Bangladesh, China, the Dominican Republic, El Salvador, Honduras,
Guaemaa, India, Pakistan, Thailand, and Turkey are being paid “living wages’ which are
appropriate to their country’s level of development. Using a historical comparison method, the
andysis shows that workersin these are being paid wages similar to U.S. wage rates when the
United States had the same per capitaincome.

UNITE (Union of Needletrades, Industrial and Textile Employees), Was Your Cap Made In This
Sweatshop (New York: UNITE, no date); available on UNITE sweb Site at:
<http://mww.uniteunion.org/sweatshops/school cap/school cap.html>.
Provides results of an investigative trip by students to the BJ&B factory in Santo Domingo,
Dominican Republic, that makes basebd| caps with university logos. Finds that workers receive
only 8 centsfor every US$20 dollar cap produced. Concludesthat BJ& B isaswestshop that uses
illegd forced overtime, discriminates againg women, physicaly and verbaly abusesworkers, fails
to provide safe drinking water, and suppresses the right to organize unions.

United Kingdom Low Pay Commission, The National Minimum Wage, First Report of the Low Pay

Commisson, Presented to Parliament by the President of the Board of Trade by command of Her Mg esty,

June 1998); web ste: <http:/Mmww.lowpay.gov.uk/ir/lowpay/index.htm>.
Discussesestablishingaminimumwagein the United Kingdom. Providesrecommendationson how
the minimum wage should be implemented in terms of coverage, what incometo consider, and the
proposed rate. Although living wage issues are not explicitly discussed, the study provides
extensve andys's regarding implementing minimum wages and may provide useful information and
approaches to deding with establishing wage floors for low paid workers.

Wal Street Journdl, “Indonesian Workersto Get Boost in Entry-Level Wages’ (March 24, 1999), p. B2.
Describes the NIKE living wage study conducted by Dartmouth College’s Tuck School of
Business that was used in making wage decisonsin Indonesian and Vietnamese plants producing
for NIKE.

Wider Opportunities for Women (WOW), Washington, DC; web stes. <http://www.w-o-w.org> and

<http://Mmww.workplacesolutions.org>.
WOW has cdculated family economic sdf-sufficiency standards for 10 states and areas
(Cdifornia; Didrict of Columbia; lowa, Maryland: Montgomery and Prince George' s Counties,
lllinois North Caroling; Pennsylvania; Texas, Virginia: City of Alexandria, and Arlington and
Fairfax Counties; and Massachusetts), with studiesin processin Indianaand New Y ork City (five
boroughs). The standards add up the codts of living and working (housing, child care, food,
trangportation, medica care, miscd laneousexpenses, and taxes-including tax credits) to determine
the “bottom-ling” wages for families based on the number and age of children (70 different family
types are calculated) and geographic location. Since the standards are geographicaly specific, no
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standards for the United States as awhole have been cdculated, dthough the methodology used
in eech jurisdiction is essentidly the same. The standards assumethat al adultswork full-timeand
take into account the cost of employment (child care, transportation, and taxes), the size and
compositionof thefamily, regiond variationsin costs, and changes over timein cogts, demography,
and tax policies. The standards are caculated using a market basket approach, pricing each
component individualy, based on data collected by federd and state government agencies, and,
in some cases, by loca groups. The self-aufficiency standards are consderably higher than the
officid U.S. poverty levels since the standards take into account the costs of employment to the
individud, child care costs of preschool children, and regiond variations, which are not accounted
for in the officid U.S. poverty measure,

Some results for Massachusetts were published in Diana Pearce and Jennifer Brooks withLaura
Henze RusHl, The Salf-Qufficiency Standard for Massachusetts: Selected Family Types
(Washington: Wider Opportunities for Women, September 1998). For example, in Boston, a
sngle person with no children needed to earn US$7.52 an hour in 1997 to meet his’her basic
needs, asingle parent with one preschool er needed US$15.28 an hour; one adult with two children
(one preschooler and one school-age) needed US$18.54 an hour; and two adults working full-

time, each needed to earn US$10.08 to support their family. The corresponding figuresfor rura
western Massachusetts (Berkshire County) for the same year were: US$6.16; US$11.68;

US$13.98; and US$8.08 an hour.

Some results for Montgomery County, Maryland, were reported in Jennifer Brooks [Director of
Research, Wider Opportunities for Women (WOW), Washington, DC], “A Red Living Wage,”
L etter to the Editor, Washington Post (July 24, 1999), p. A18. For example, asingle parent with
a school-age child needs US$13.61 an hour to cover expenses, if that parent had a preschool-age
child, US$19.21 an hour would be needed, with child care being a mgjor expense. For a two-
parent family with aninfant and a preschool-age child, each would need to earn US$11.62 an hour
to meet their family’s needs.
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APPENDIX C

Respondentsto Federal Register Notice of June 30, 1999 for Public Submissions of
Information for the U.S. Department of Labor’s Wage Study?

Formal Submissions

Asociacién Hondur efia de Maquilador es, San Pedro Sula, Honduras
Telefacsimile from Henry Fransen, Jr., Genente Administrativo, and Jorge Roberto I nteriano, Gerente de Operaciones, to Jorge
Perez-L opez, Director, Office of International Economic Affairs, Bureau of International Labor Affairs, July 14, 1999, with
information on minimum wage rates and other benefits for maquiladora workers in Honduras

Chicago Religious L eader ship Network on Latin America(CRLN), Chicago, IL
Letter from Daniel P. Driscoll-Shaw, Economic Justice Program Coordinator, to Jorge Perez-Lopez, Director, Office of
International Economic Affairs, Bureau of International Labor Affairs, dated July 28, 1999 with three attachments containing
relevant information on Mexico, Guatemala, and Honduras. Subsequent submission by letter with enclosures to the Office of
International Economic Affairs, received August 17, 1999, providing information on El Salvador.

Colombian Government Trade Bureau, Washington, DC
Telefacsimile from Enrique Gomez Pinzon, Director, to the Office of International Economic Affairs, Bureau of International
Labor Affairs, August 3, 1999, with information on minimum wages and monthly salaries apparel and footwear factories in
Colombia.

Confédération EuropéennedeL’Industrie dela Chaussur e/ European Confeder ation of the Footwear Industry (CEC),
Brussels, Belgium
L etter from Roeland Smets, Managing Director, to Andrew J. Samet, Deputy Under Secretary for International Labor Affairs,
dated July 23, 1999, expressing views of membership. CEC represents 14 national confederations of European footwear
manufacturers (Italy, Spain, Portugal, France, United Kingdom, Germany, Greece, Austria, Denmark, Netherlands, Sweden,
Finland, Belgium, and Ireland) and 8 observing countries (Czech Republic, Hungary, Norway, Poland, Romania, Russia, Slovakia,
and Turkey).

Embajada de Guatemala, Washington., DC
Telefacsimile from Anamaria Gonzales, Commercial Attaché, to Office of International Economic Affairs, Bureau of
International Labor Affairs, July 13, 1999, providing information regarding labor legislation of Guatemala, including current
minimum wage rates. Subsequent submission by letter with attachments from Ambassador William H. Stixrud to Andrew J.
Samet, Deputy Under Secretary for International Labor Affairs, dated August 31, 1999, which conveyed additional information
on the minimum wage, prevailing wage, and non-wage benefitsin the apparel and footwear industries and the established poverty
level for Guatemala that was prepared on August 20, 1999 by the Minister of Labor of Guatemala Luis Felipe Linares L épez.

International Labor RightsFund, Washington, DC
Letter from Bama Athreya, Director of Asia Programs, to Andrew J. Samet, Deputy Under Secretary for International Labor
Affairs, dated July 30, 1999 with four enclosures containing relevant information for Israel, EI Salvador, Bangladesh, and
Taiwan. Subsequent submission by letter with enclosure to Office of International Economic Affairs, Bureau of International
Labor Affairs, received August 10, 1999, providing information on Peru.

Other

Interfaith Center on Corporate Responsibility (ICCR), New York, NY, andCenter for Reflection, Education and Action,

1 | nformation submitted is on file and available for public inspection at the Office of International Economic
Affairs, Bureau of International Labor Affairs, U.S. Department of Labor, Washington, DC.
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Inc. (CREA), Hartford, CT.
Letter from Rev. David M. Schilling, Director, Interfaith Center on Corporate Accountability Programs, ICCR, and Dr. Ruth

Rosenbaum, Executive Director, CREA, to Stephanie Swirsky, Deputy Director, Public Liaison, U.S. Department of Labor, dated
June 24, 1999, with attached paper “Purchasing Power Index (PPI) Study Proposal,” which provides some examples of the
method’ s application in Mexico, Haiti, and Indonesia.
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APPENDIX D

Basic References for Wages, Benefits, and Poverty

Minimum Wage

History, Application, and Guidance on Wage Setting Mechanisms and Supervison

International Labour Organization, Minimum Wages. Wage-Fixing Machinery, Application and
SQupervision, International Labour Conference 79" Session 1992, Report 111 (Part 4B), General
Survey of the Reports on the Minimum Wage-Fixing Machinery Convention (No. 26) and
Recommendation(No. 30), 1928; the Minimum Wage Fixing Machinery (Agriculture) Convention
(No. 99) and Recommendation (No. 89), 1951; and the Minimum Wage Fixing Convention (No.
131) and Recommendation (No. 135), 1970, Report of the Committee of Experts on the
Application of Conventions and Recommendations (Geneva: Internationa Labour Office, 1992).

Internationa Labour Organization, “Minimum Wage Fixing: A Summary of Selected Issues” Labour Law
and Labour Relaions Branch (LEG/REL) Briefing Note No. 14 (Geneva: Internationa Labour
Office, 1998), which is also available on the ILO's web site:
<http:/Mmnww.ilo.org/public/english/80re pro/l egrel /papers/brfnotes/minwages/issues3.htm>.

International Labour Organization, Assessing the Impact of Statutory Minimum Wagesin Developing
Countries: Four Country Studies, Labour-Management Relations Series No. 67 (Geneva:
Internationd L abour Office, 1988) [Thefour countriesstudied are: Botswana, Brazil, Mexico, and
Si Lanka]

Pember, Robert J., and Marie-Thérése Dupré, “ Satistica Aspects of Minimum Wage Determin-
ation,” Bulletin of Labour Satistics, No. 3 (1997), entire issue. A version of this paper is
avalable on the ILO swebsiteas* Statistca Aspectsof Minimum Wage Determination,” Labour
Law and Labour Relations Branch (LEG/REL ) Briefing Note No. 11 at:
<http:/Amww.ilo.org/public/english/80rd pro/legrel/papers/brfnotes/minwages/stat 3.ntm>.

Starr, Gerald, Minimum Wage Fixing: An International Review of Practices and Problems (Geneva
International Labour Office, 1981; Second printing with corrections, 1993).
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Levds

U.S. Department of State, Country Reports on Human Rights Practices, Worker rights, Acceptable
Conditions of Work (Section 6e) (Washington: Government Printing Office, 1999).
These annud reports are also available on the Internet at:
<http:/Mmnww.state.goviwwwi/globa /human_rights/hrp_reports mainhp.html>,

U.S. Department of State, Foreign Labor Trends, selected countries (Washington: U.S. Department
of Labor, periodicdly).

Bureau of Labor Statistics, Minimum Wages Around the World: Minimum Wage I nfor mation for 187
Countries (Washington: U.S. Department of Labor, unpublished draft, May 1997).

International Labour Office, Bureau of Statistics, Geneva, LABMINW (a minimum wage data base
covering 56 countries).

Average Hourly Earnings and Compensation

Bureau of Labor Statistics, I nter national Comparisonsof Hourly Compensation Costsfor Production
Wor ker sin Manufacturing (Washington: U.S. Department of Labor, September 16, 1998); web
gte: <http://stats.bls.gov/flshomehtm>.

The U.S. Bureau of Labor Statistics (BLS) compiles and updates on an annua basis data
on hourly earnings and compensation costs for production workers in various
manufacturing indugtries using information fromnationa Statistical sourcesof 31 countries
or areas and adjusts these data for comparison with U.S. data. Sectoria data based on
the International Standard Industrial Classification (1SIC) and theU.S. Standard Industria
Classfication (SIC).

Internationa Labour Organization, Yearbook of Labor Statistics, 1998 (Geneva: Internationa Labour
Office, 1998).

A mgjor sourceof wagedataisthe Internationa Labor Organization (ILO), whichreceives
wage datafrom its member countries. Thewage data submitted to the ILO, usualy cover
al employees (or production workers) and may use varying pay definitions such as tota
compensation, pay for time worked, or hourly direct pay. These datamay or may not fit
the definitions of total compensation, hourly direct pay, or pay for timeworked used in the
United States. Sectoral databased onISIC, rev. 2 (1980) or rev. 3 (1990). Wage data
are not available for Honduras, Indonesia, and the United Arab Emirates.

Internationa Labour Organization, Sources and Methods, Volume 2, Employment , Wages, Hours
of Work and Labour Costs (Geneva: Internationa Labour Office, 1995).
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Internationa Labour Organization, Key Indicators of the Labour Market 1999 (Geneva: Internationa
Labour Office, 1999).
A mgor source of gatistical information on labor force, employment, unemployment, time
worked, educationd attainment, wages, compensation, productivity, unit labor costs,
poverty, and income distribution for over 100 countries.

International Labour Organization, Globalization of the Footwear, Textiles and Clothing Industries,
Sectoral ActivitiesProgramme, Report for discussion at the Tripartite Meeting on the Globdization
of the Footwear, Textilesand Clothing Industries: Effectson Employment and Working Conditions,
TMFTCI/1996 (Geneva: International Labour Office, 1996).

International Labour Organization, Note on the Proceedings, Sectoral Activities Programme,
Tripartite Meeting on the Globdization of the Footwear, Textiles and Clothing Industries: Effects
on Employment and Working Conditions, Geneva, 28 October-1 November 1996,
TMFTCI/1996/11 (Geneva: Internationa Labour Office, 1996).

Consumer Price Index and Exchange Rates

Internationa Monetary Fund, International Financial Statistics (Washington: Internationa Monetary
Fund, March 1999).
Contains information on the consumer price index for each of the countries covered in this
report, except for Macau, Tawan, and the United Arab Emirates. Contains information
onU.S. dollar exchangeratesfor currencies of each of the countries covered in thisreport,
except for Macau.

U.S. Centrd Intelligence Agency, The World Fact Book 1998 (Washington: U.S. Government
Printing Office, 1999).
Contains information on the consumer price index for Macau, Tawan, and the United
Arab Emirates. Contains information on U.S. dollar exchange rates for the currency of
Macau.

Non-Wage Benefits

Bureauof Labor Statistics, I nter national Comparisonsof Hourly Compensation Costsfor Production
Workersin Manufacturing (Washington: U.S. Department of Labor, September 16, 1998); an
annud publication.

Socid Security Adminigration, Social Security Programs Throughout the World - 1997
(Washington: U.S. Government Printing Office, August 1997); updated every two years.
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Income, Consumption, and Poverty

Internationa Labour Organization, Poverty in Developing Countries. A Bibliography of Publications
by the ILO’ sWorld Employment Programme, 1975-91, Internationd Labour Bibliography No.
12 (Geneva: Internationd Labour Office, 1992).

Hamid Tabatabai, Satistics on Poverty and Income Distribution: An ILO Compendium of Data
(Geneva: Internationa Labour Office, 1996); updated every three years.

United Nations Development Programme (UNDP), Human Development Report 1999 (New Y ork:
Oxford University Press, 1999); updated annualy.

World Bank, World Devel opment Report: Knowledge for Development 1998/99 (New Y ork: Oxford
Univergty Press, 1999); updated annudly.
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